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MEMORANDUM OPINION AND ORDER PURSUANT 
TO SECTION 3(a)(2) OF THE SECURITIES ACT OF 
1933 EXEMPTING FROM THE PROVISIONS OF 
SECTION 5 OF THE ACT INTERESTS OR 
VOLUME FOUND IN DOCKET DATED PARTICIPATIONS IN THE ARTHUR ANDERSEN & 
CO. PROFIT SHARING PLAN AND PROFIT SHARING 
| Vol. V, No. 15 12/3/74 TRUST 
I Vol. V, No. 16 12/10/74 
Vol. VI, No.3 1/8/75 On July 27, 1977, a notice (Securities Act Release No. 
IV Vol. VI, No. 15 4/22/75 33-5846 was issued of an application by Arthur 
V Vol. VI, No. 20 5/28/75 Andersen & Co. (‘‘Applicant’’) for an exemption from 
Vi Vol. VII, No.8 7/22/75 the provisions of Section 5 of the Securities Act of 1933 
Vol. Vill, No. 15 1/28/76 (the ‘‘Act’’) for participations or interests in the Arthur 
Vol. IX, No. 11 5/18/76 Andersen & Co. Profit Sharing Plan and Profit Sharing 
Vol. X. No. 11 10/5/76 Trust (the ‘‘Plan’’). The notice gave interested persons 
Vol. XI, No.9 2/8/77 an opportunity to request a hearing and stated that an 
Vol. XII, No. 12 7/19/77 order disposing of the matter would be issued as of 
course unless a hearing should be ordered. No request 
for a hearing has been filed, and the Commission has 


SIGNIFICANT ITEMS not ordered a hearing. 
ANNOUNCEMENTS 
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Section 3(a)(2) of the Act specifically states that the 
RULES exemption from registration afforded thereby for 
certain types of employee benefit plans does not extend 
The following rules relate to self-regulatory organiza- to interests or participations issued in connection with 
tion rule proposals and/or adoptions. plans such as Applicant s (commonly known as 
‘*Keogh’’ plans) which cover employees some or all of 

2 2 bs r whom are employees within the meaning of Section 
paghie Jae epee ila 401(c)(1) of the Internal Revenue Code of 1954 (the 
‘*Code’’). This limitation appears to have resulted 
primarily from a recognition of the part of Congress 
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that such plans constitute complex investment vehicles, 
interests in which could be sold by sponsoring financial 
institutions to self-employed persons who might not be 
sophisticated in the securities field or who might be 
unable to protect adequately their interests and those of 
their. participating employees. However, Section 3(a)(2) 
provides that the Commission may by rules, regulations 
or order, exempt interests or participations issued in 
connection with Keogh plans from Section 5 of the Act, 
if and to the extent that the Commission determines it 
to be necessary or appropriate in the public interest and 
consistent .with the protection of investors and the 
purposes fairly intended by the policy and provisions of 
the Act. 


The Plan does not appear to present the risks 
associated with the sale of interests or participations in 
multi-employer plans by sponsoring financial institu- 
tions with which Congress was primarily concerned. 
The Commission has considered a number of factors in 
making this determination including the following: the 
Plan is not a uniform prototype or master plan designed 
to be marketed by a sponsoring financial institution or 
promoter to numerous unrelated self-employed 
persons; assets of the Plan will not be commingled in 
collective investment media with the assets of the plans 
of other employers; Applicant has employed 
independent experts to provide investment advisory 
and other consulting services with respect to the Plan; 
Applicant exercises substantial administrative respon- 
sibilities in connection with the Plan; and the Plan is of 
a substantial size. 


The Commission has also taken into account the fact 
that Applicant is subject to the fiduciary standards of 
the Employees’ Retirement Income Security Act of 1974 
(‘‘ERISA’’) and will provide a substantial amount of 
descriptive and financial information to Plan 
participants. In addition, it has considered the fact that 
Applicant is engaged in a business which necessarily 
involves complex financial matters, and that Applicant 
appears able to represent adequately its interests and 
those of Plan participants. 


Based on the information and representations set forth 
in the documents which comprise Applicant’s 
application, the Commission finds that an exemption 
from the provisions of Section 5 of the Act for interests 
or participations in the Plan is appropriate in the public 
interest and consistent with the protection of investors 
and the purposes fairly intended by the policy and 
provisions of the Act. Accordingly, IT IS ORDERED, 
pursuant to Section 3(a)(2) of the Act, that interests or 
participations issued in connection with the Plan shall 
not be subject to the requirements of Section 5 of the 
Act effective forthwith, provided that the Internal 
Revenue Service makes a favorable determination with 
respect to the continued tax-qualified status of the 
Plan. 
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George A. Fitzsimmons 
Secretary 


Date: August 23, 1977 
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SECURITIES EXCHANGE ACT OF 1934 
Release No. 13874/ August 19, 1977 


Administrative Proceeding File No. 5236 
In the Matter of 

SKYLINE OIL COMPANY 

File No. 81-269 


ORDER GRANTING APPLICATION PURSUANT TO 
SECTION 12(h) OF THAT ACT 


The Securities and Exchange Commission has issued 
an order granting the application of Skyline Oil 
Company (‘‘Applicant’’), a wholly-owned subsidiary of 
Texas Eastern Corporation, pursuant to Section 12(h) of 
the Securities Exchange Act of 1934 (the ‘‘1934 Act’’) 
for an exemption from the obligation to file an annuz 
report on Form 10-K for the fiscal year ended May 31, 
1977, and all other reports required to be filed pursuant 
to Sections 13 or 15(d) of the 1934 Act. 


It appeared to the Commission that the granting of the 
requested exemption would not be inconsistent with the 
public interest or the protection of investors in view of 
the fact that Applicant is now a_ wholly-owned 
subsidiary with only one stockholder of record or 
beneficially. 





SECURITIES EXCHANGE ACT OF 1934 
Release No. 13875/ August 19, 1977 


Administrative Proceeding File No. 5261 

In the Matter of 

FOUNDATION INVESTMENT CORPORATION 
File No. 81-189 


ORDER GRANTING APPLICATION PURSUANT TO 
SECTION 12(h) OF THAT ACT 





The Securities and Exchange Commission has issued 
an order granting the application of Foundation 
Investment Corporation (‘‘Applicant’’), pursuant to 
Section 12(h) of the Securities Exchange Act of 1934, 
for an exemption from the provisions of Sections 12(g), 
13, 14 and 15(d) of the 1934 Act. 


It appeared to the Commission that the granting of the 
requested exemption would not be inconsistent with the 
public interest or the protection of investors in view of 
the fact that Applicant has been liquidated and the only 
remaining shareholders are merely creditors entitled to 
receive the liquidating value of their shareholdings in 
cash. 





SECURITIES EXCHANGE ACT OF 1934 
Release No. 13876/ August 19, 1977 


In the Matter of 


BRADFORD SECURITIES PROCESSING SERVICES, 
INC. 

80 Pine Street 

New York, New York 10005 


(File No. SR-BSPS-77-4) 


ORDER APPROVING RULE CHANGE SUBMITTED 
BY BRADFORD SECURITIES PROCESSING SER- 
VICES, INC. PROVIDING FOR THE ESTABLISH- 
MENT OF ADDITIONAL BRANCH FACILITIES 


On June 28, 1977 Bradford Securities Processing 
Services, Inc. (‘‘BSPS’’) filed a proposed rule change 
pursuant to Rule 19b-4 under the Securities Exchange 
Act of 1934 (the ‘‘Act’’) relating to the establishment of 
branch facilities in Houston, ‘Texas and Denver, 
Colorado. As part of its filing, BSPS made 
representations relating to procedures and safeguards 
for the handling of securities and funds. 


In accordance with Section 19(b) of the Act and Rule 
19b-4 thereunder, the rule change was published in the 
Federal Register (42 Fed. Reg. 36571, July 15, 1977) 
and the public was invited to submit comments until 
August 5, 1977. Notice of the filing and an invitation for 
comments also appeared in Securities Exchange Act 
Release No. 13729, July 8, 1977. No letters of comment 
were received. 


The Commission has reviewed the proposed rule 
change and finds that it is consistent with the 
requirements of the Act and the rules and regulations 
thereunder applicable to registered clearing agencies. 


IT 1S THEREFORE ORDERED, pursuant to Section 
19(b)(2) of the Act, that the rule change contained in 
File No. SR-BSPS-77-4 be, and hereby is, approved. 


For the Commission, by the Division of Market 
Regulation, pursuant to delegated authority. 


George A. Fitzsimmons 
Secretary 





SECURITIES EXCHANGE ACT OF 1934 
Release No. 13877/ August 19, 1977 


Administrative Proceeding File No. 3-5275 
In the Matter of 

TRANSAMERICAN SECURITIES, INC. 
File No. 8-21839 


ORDER GRANTING REGISTRATION AND FINDINGS 
AND ORDER IMPOSING REMEDIAL SANCTIONS 


In connection with a proposed proceeding under the 
Securities Exchange Act of 1934, (‘‘Exchange Act’’) 
TransAmerican Securities, Inc. (‘‘Applicant’’) has 
submitted an Offer of Settlement which the 
Commission has determined to accept. 


On the basis of the Order for Proceedings and the Offer 
of Settlement, it is found that Applicant willfully 
violated Sections 15(a) and 15(b) of the Exchange Act 
and Rules 15b1-1 and 15b1-2 thereunder. 


Applicant’s offer provides that upon its registration 
becoming effective its registration may be suspended 
for a period of 10 calendar days. Moreover, Applicant’s 
registration may be suspended for an additional period 
of eleven months if any of the following circumstances 
occur within 2 years of the date of this Order: 


1. Applicant, its parent corporation, subsidiary 
corporation or affiliated corporation conducts any 
securities business when not registered with the 
Commission as a broker-dealer; 


2. Applicant becomes subject to any order, judgment 
or decree of any court or competent jurisdiction, in any 
proceeding instituted by the Commission, temporarily 
or permanently enjoining or restraining Applicant from 
engaging in or continuing any conduct or practice in 
connection with the purchase or sale of any security 
arising out of its conduct as a broker or dealer; 
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3. Applicant is found by the Commission or any court 
of competent jurisdiction in a proceeding brought by 
the Commission, to have violated or aided and abetted 
violations of the federal securities laws; 


4. Applicant fails to file promptly accurate and 
complete reports and statements as required by the 
Commission. 


ACCORDINGLY IT IS ORDERED that subject to the 
terms and conditions described above, Applicant’s 
registration is granted on the first Monday after the 
date of this Order and such registration hereby is 
suspended for a period of 10 calendar days commencing 
on the same day. 


IT IS FURTHER ORDERED that for the purpose of 
convening a hearing to determine whether Applicant 
has failed or ceased to comply with its undertakings and 
the terms of its Offer of Settlement and whether the 
sanction specified in its Offer of Settlement should be 
imposed, a hearing before an administrative law judge 
may be held upon ten days’ notice, and the jurisdiction 
of the Commission over this matter be and it hereby is 
retained until two years from the date of the Order and 
such additional time as may be necessary to resolve or 
adjudicate any issues raised at such hearing. 


By the Commission. 


George A. Fitzsimmons 


Secretary 





SECURITIES EXCHANGE ACT OF 1934 
Release No. 13878/ August 19, 1977 


In the Matter of 


MIDWEST STOCK EXCHANGE, INCORPORATED 
120 South LaSalle Street 
Chicago, Illinois 60603 


(SR-MSE-77-22) 
ORDER APPROVING PROPOSED RULE CHANGE 


On July 11, 1977, the Midwest Stock Exchange, 
Incorporated filed with the Commission, pursuant to 
Section 19(b) of the Securities Exchange Act of 1934 
(the ‘‘Act’’), as amended by the Securities Acts 
Amendments of 1975, and Rule 19b-4 thereunder, 
copies of a proposed rule change to allow 
representatives of the MSE Floor Procedure Committee 
to authorize deviations from MSE option quotation 
parameters when it would be impossibie or 
impracticable to convene a meeting of the full Floor 
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Procedure Committee. This filing was amended August 
15, 1977. 


Notice of the proposed rule change together with the 
terms of substance of the proposed rule change was 
given by publication of a Commission Release 
(Securities Exchange Act Release No. 13735, (July 11, 
1977)) and by publication in the Federal Register (42 
Fed. Reg. 36575 (July 15, 1977)). 


The Commission finds that the proposed rule change is 
consistent with the requirements of the Act and the 
rules and regulations thereunder applicable to 
registered national securities exchanges, and in 
particular, the requirements of Section 6 and the rules 
and regulations thereunder. 


IT 1S THEREFORE ORDERED, pursuant to Section 
19(b)(2) of the Act, that the proposed rule change, as 
amended, filed with the Commission on July 11, 1977, 
be, and it hereby is, approved. 


For the Commission by the Division of Market 
Regulation, pursuant to delegated authority. 


George A. Fitzsimmons 
Secretary 





SECURITIES EXCHANGE ACT OF 1934 
Release no. 13879/ August 19, 1977 


NOTICE OF FILING OF PROPOSED RULE CHANGE 
BY THE MIDWEST CLEARING CORPORATION 


(File No. SR-MCC-77-4) 


The Midwest Clearing Corporation (‘‘MCC’’) sub- 
mitted on August 18, 1977, a proposed rule change, 
pursuant to Rule 19b-4 under the Securities Exchange 
Act of 1934, to establish, and to set fees for, an 
automated communications link between MCC and its 
participants. 


Publication of the submission is expected to be made in 
the Federal Register during the week of August 22, 
1977. Interested persons are invited to submit written 
data, views and arguments concerning the submission 
within twenty-one days from the date of publication in 
the Federal Register. Persons desiring to make written 
submissions should file six copies thereof with the 
Secretary of the Commission, Securities and Exchange 
Commission, 500 North Capitol Street, Washington, D. 
D.C. 20549. Reference should be made to File No. 
SR-MCC-77-4. 





Copies of the submission, with accompanying exhibits, 
and of all written comments will be available for public 
inspection at the Securities and Exchange Com- 
mission’s Public Reference Room, 1100 L Street, N.W., 
Washington, D.C. Copies of the filing will also be 
available at the principal office of the above-mentioned 
self-regulatory organization. 


For the Commission by the Division of Market 
Regulation, pursuant to delegated authority. 


George A. Fitzsimmons 
Secretary 





SECURITIES EXCHANGE ACT OF 1934 
Release No. 13880/ August 19, 1977 


NOTICE OF FILING OF PROPOSED RULE CHANGE 
BY PACIFIC STOCK EXCHANGE INCORPORATED 


File No. SR-PSE-77-21 


The Pacific Stock Exchange, Incorporated (‘‘PSE’’) 
submitted on August 15, 1977 a proposed rule change 
under Rule 19b-4 to amend Section 8(b) of its Rule II to 
change the execution procedure for dual issue odd-lot 
market orders from a two minute from receipt of order 
to next sale basis. 


Publication of the submission is expected to be made in 
the Federal Register during the week of August 22, 
1977. In order to assist the Commission to determine 
whether to approve the proposed rule change or 
institute proceedings to determine whether the 
proposed rule change should be disapproved, 
interested persons are invited to submit written data, 
views and arguments concerning the submission within 
21 days from the date of publication in the Federal 
Register. Persons desiring to make written 
submissions should file six copies thereof with the 
Secretary of the Commission, Securities and Exchange 
Commission, 500 North Capitol Street, Washington, 
D.C. 20549. Reference should be made to File No. 
SR-PSE-77-21. 


Copies of the submission and of all written comments 
will be available for inspection at the Securities and 
Exchange Commission’s Public Reference Room, 1100 
L Street, N.W., Washington, D.C. Copies of the filing 
will also be available at the principal office of the above- 
mentioned self-regulatory organization. 


For the Commission by the Division of Market 
Regulation, pursuant to delegated authority. 


George A. Fitzsimmons 
Secretary 





SECURITIES EXCHANGE ACT OF 1934 
Rel. No. 13881/August 22, 1977 


A notice has been issued giving interested persons until 
September 16 to submit facts bearing upon an 
application by Frigitronics, Inc. to withdraw its 
common stock, $.10 par value from listing and 


registration on the American Stock Exchange, Inc. 





SECURITIES EXCHANGE ACT OF 1934 
Release No. 13882/ August 22, 1977 


NOTICE OF FILING OR PROPOSED RULE CHANGES 
BY NEW YORK STOCK EXCHANGE, INC. 


File No. SR-NYSE-77-21 


The New York Stock Exchange, Inc. (the ‘‘NYSE’’) 
submitted on August 1, 1977, proposed rule changes 
under Rule 19b-4 to amend its Certificate of 
Incorporation and Constitution to grant, on an annual 
fee basis, new memberships which would permit 
physical access to its floor, electronic order access to its 
floor, and physical access to the proposed options floor 
of the NYSE. The proposed rule changes would also 
allow equity members of the NYSE to enter into 
contractual arrangements to lease their memberships. 


Publication of the submission is expected to be made in 
the Federal Register during the week of August 22, 
1977. In order to assist the Commission to determine 
whether to approve the proposed rule changes or 
institute proceedings to determine whether the 
proposed rule changes should be disapproved, 
interested persons are invited to submit written data, 
views and arguments concerning the submission within 
21 days from the date of publication in the Federal 
Register. Persons desiring to make written 
submissions should file six copies thereof with the 
Secretary of the Commission, Securities and Exchange 
Commission, 500 North Capitol Street, Washington, 
D.C. 20549. Reference should be made to File No. 
SR-NYSE-77-21. 


Copies of the submission and of all written comments 
will be available for inspection at the Securities and 
Exchange Commission’s Public Reference Room, 1100 
L Street, N.W., Washington, D.C. Copies of the filing 
will also be available at the principal office of the above- 
mentioned self-regulatory organization. 
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For the Commission by the Division of Market 
Regulation, pursuant to delegated authority. 


George A. Fitzsimmons 
Secretary 





SECURITIES EXCHANGE ACT OF 1934 
Release No. 13883/ August 23, 1977 


In the Matter of 


PACIFIC STOCK EXCHANGE INCORPORATED 
Los Angeles Division 

618 South Spring Street 

Los Angeles, California 90014 


(SR-PSE-77-10) 
ORDER APPROVING PROPOSED RULE CHANGE 


On April 20, 1977, the Pacific Stock Exchange 
Incorporated filed with the Commission, pursuant to 
Section 19(b) of the Securities Exchange Act of 1934 
(the “Act”), as amended by the Securities Acts 
Amendments of 1975, and Rule 19b-4 thereunder, 
copies of a proposed rule change regarding the 
non-applicability to market makers of the rule requiring 
members to give up the name of the clearing member 
through whom a transaction is executed; definition of 
stop-loss orders; conducting accommodation liquida- 
tions; obligations of market makers in making bids and 
offers; split transactions as contingent orders; and floor 
citations. This filing was amended August 12, 1977.* 


Notice of the proposed rule change together with the 
terms of substance of the proposed rule change was 
given by publication of a Commission Release 
(Securities Exchange Act Release No. 13566, (May 23, 
1977)) and by publication in the Federal Register (42 
Fed. Reg. 28177 (June 2, 1977)). 


The Commission finds that the proposed rule change is 
consistent with the requirements of the Act and the 
rules and regulations thereunder applicable to 
registered national securities exchanges, and in 
particular, the requirements of Section 6 and the rules 
and regulations thereunder. 


IT IS THEREFORE ORDERED, pursuant to Section 
19(b)(2) of the Act, that the proposed rule change filed 
with the Commission on April 20, 1977, as amended, 
be, and it hereby is, approved. 





*The amendment was for the purpose of eliminating 
certain proposed definitions of terms which the 
Exchange has elected to make the subject of a separate 
filing. 
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For the Commission by the Division of Market 
Regulation, pursuant to delegated authority. 


George A. Fitzsimmons 
Secretary 





SECURITIES EXCHANGE ACT OF 1934 
Rel. No. 13884/ August 24, 1977 


An order has been issued granting the application of 
the Pacific Stock Exchange Incorporated to strike from 
listing and registration the common stock, $1.00 par 
value of General Exploration Company (Rel. No. 
13884). An order has also been issued granting the 
Pacific Stock Exchange Incorporated unlisted trading 
privileges in the above-mentioned security. 





SECURITIES EXCHANGE ACT OF 1934 
Rel. No. 13885/August 24, 1977 


A notice has been issued giving interested persons until 
September 20 to request a hearing on applications of 
the following stock exchange to strike from listing and 
registration thereon the common stock, $.10 par value 
of the following company: Intermountain Stock 
Exchange—Love Oil Company, Inc. 





SECURITIES EXCHANGE ACT OF 1934 
Rel. No. 13886/ August 24, 1977 


An order has been issued, effective nunc pro tunc on 
August 9, 1977, granting the application of the New 
York Stock Exchange, Inc. to strike from listing and 
registration the specified security of the following 
company: Plantation Pipe Line Company, common 
stock, 3-2 sinking fund debentures, series due April 1, 
1986. 





SECURITIES EXCHANGE ACT OF 1934 
Rel. No. 13887/August 24, 1977 





An order has been issued granting the application of 
the Pacific Stock Exchange Incorporated for unlisted 
trading privileges in the common stock, $1.00 par 
value, of General Exploration Company. 





SECURITIES EXCHANGE ACT OF 1934 
Release No. 13888/ August 25, 1977 


The Securities and Exchange Commission announced 
pursuant to Section 12(k) of the Securities Exchange 
Act of 1934 (‘‘Exchange Act’’), the temporary 
suspension of over-the-counter trading for the single 
ten-day period commencing at 10:00 a.m. (EDT) on 
August 25, 1977 and terminating at midnight (EDT) on 
September 3, 1977 of the securities of Holographic 
Development Corporation of America, a Utah 
corporation located at 9301 Wilshire Boulevard, 
Beverly Hills, California. 


The suspension was initiated because of the lack of 
adequate and accurate public information about 
Holographic Development Corporation of America’s 
financial condition and operations and because of 
questions which have arisen concerning recent market 
activity in the company’s securities. 


The Commission cautions broker-dealers, share- 
holders, and prospective purchasers, that they should 
carefully consider the foregoing information along with 
other currently available information and any 
information subsequently issued by the company. 


Furthermore, brokers and dealers should be alert to the 
fact that pursuant to Rule 15c2-11 under the Exchange 
Act, at the termination of the trading suspension, no 
quotation may be entered unless and until they have 
strictly complied with all the provisions of said rule. If 
any broker or dealer has any questions as to whether or 
not he has complied with said rule, he should not enter 
any quotation but immediately contact the staff of the 
Division of Enforcement of Washington, D.C. If any 
broker or dealer is uncertain as to what is required by 
Rule 15c2-11, he should refrain from entering 
quotations relating te the securities in question until 
such time as he has f2miliarized himself with said rule, 
and is certain that all of its provisions have been met. If 
any broker or dealer enters any quotation which is 
violation of said rule, the Commission will consider the 
need for prompt enforcement action. 





SECURITIES EXCHANGE ACT OF 1934 
Release No. 13889/ August 25, 1977 


NOTICE OF FILING OF PROPOSED RULE CHANGE 
BY THE NATIONAL SECURITIES CLEARING 
CORPORATION 


(File No. SR-NSCC-77-5) 


The National Securities Clearing Corporation submitted 
on August 5, 1977, its interregional interface 
agreements and accompanying fee schedules pursuant 
to Rule 19b-4 under the Securities Exchange Act of 
1934. 


Publication of the submission is expected to be made in 
the Federal Register during the week of August 29, 
1977. Interested persons are invited to submit written 
data, views and arguments concerning the submission 
within twenty-one days from the date of publication in 
the Federal Register. Persons desiring to make written 
submissions should file six copies thereof with the 
Secretary of the Commission, Securities and Exchange 
Commission, 500 North Capitol Street, Washington, 
D.C. 20549. Reference should be made to File No. 
SR-NSCC-77-5. 


Copies of the submission. with accompanying exhibits, 
and of all written comments will be available for public 
inspection at the Securities and Exchange Com- 
mission’s Public Reference Room, 1100 L Street, N.W., 
Washington, D.C. Copies of the filing will also be 
available at the principal office of the above-mentioned 
self-regulatory organization. 


For the Commission by the Division of Market 
Regulation, pursuant to delegated authority. 


George A. Fitzsimmons 
Secretary 





SECURITIES EXCHANGE ACT OF 1934 
Rel. No. 13890/ August 25, 1977 


A notice has been issued giving interested persons until 
September 21 to submit facts bearing upon an 
application by Wyle Laboratories to withdraw its 
common stock, no par value and 5-%4% Convertible 
Subordinated Debentures from listing and registration 
on the American Stock Exchange, Inc. 
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SECURITIES EXCHANGE ACT OF 1934 
Rel. No. 13891/August 25, 1977 


A notice has been issued giving interested persons until 
September 21 to submit facts bearing upon an 
application by H.W. Rickel & Company to withdraw its 
common stock, $2.00 par value from listing and 
registration on the Boston Stock Exchange, Inc. 





SECURITIES EXCHANGE ACT OF 1934 
Rel. No. 13892/August 25, 1977 


An order has been issued granting an application by 
Chomerics, Inc. to withdraw its common stock $.10 par 
value from listing and registration on the Boston Stock 
Exchange, Inc. 








PUBLIC UTILITY HOLDING COMPANY 
ACT OF 1935 





PUBLIC UTILITY HOLDING COMPANY ACT OF 1935 
Rel. No. 20143/ August 19, 1977 


In the Matter of 


NEW ENGLAND POWER COMPANY 
20 Turnpike Road 
Westborough, Massachusetts 01581 


THE CONNECTICUT LIGHT AND POWER COM- 
PANY 

Selden Street 

Berlin, Connecticut 06037 


THE HARTFORD ELECTRIC LIGHT COMPANY 
175 Cumberland Avenue 
Wethersfield, Connecticut 06109 


WESTERN MASSACHUSETTS ELECTRIC COM- 
PANY 


174 Brush Hill Avenue 
West Springfield, Massachusetts 01089 


(70-6045) 


NOTICE OF PROPOSED GUARANTY OF PAYMENT 
OF RETROSPECTIVE INSURANCE PREMIUMS 


NOTICE IS HEREBY GIVEN that New England Power 
Company (‘‘NEPCO’’), an electric utility subsidiary of 
New England Electric System, a registered holding 
company, and The Connecticut Light and Power 
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Company (‘‘CL&P’’), The Hartford Electric Light 
Company (‘‘HELCO’’) and Western Massachusetts . 
Electric Company (‘‘WEMCO’’), each of the last three 
named companies being an electric utility subsidiary of 
Northeast Utilities, a registered holding company, have 
filed a declaration with this Commission pursuant to the 
Public Utility Holding Company Act of 1935 (‘‘Act’’), 
designating Sections 12(b) and 12(f) of the Act and Rule 
45 promulgated thereunder as applicable to the 
following proposed transaction. All interested persons 
are referred to the declaration, which is summarized 
below, for a compiete statement of the proposed 
transaction. 


The declarants, together with other New England 
electric utilities, ara sponsors and stockholders of four 
nuclear power generating companies in New England: 
Yankee Atomic Electric Company (‘‘Yankee Atomic’’), 
Connecticut Yankee Atomic Power Company (‘‘Con- 
necticut Yankee’’), Vermont Yankee Nuclear Power 
Corporation (‘‘Vermont Yankee’’) and Maine Yankee 
Atomic Power Company (‘‘Maine Yankee’’) (col- 
lectively the ‘‘Yankee Companies’’). The declarants 
and other sponsors have entered into power contracts 
with each of the Yankee Companies which obligate each 
sponsor to purchase its entitlement percentage of the 
output and capacity of the nuclear plant of each Yankee 
Company at a purchase price equal to the Yankee 
Company’s cost, including depreciation and a return on 
equity. The declarants’ respective percentages of 
common stock owned cf and entitlements in each 
Yankee Company are as follows: 


Entitlement Percentage In 


Yankee 
Atomic 


Connecticut 
Yankee 


Vermont Maine 
Yankee Yankee 


NEPCO 30 15 20 2 
CL&P 15 25 6 
HELCO 9.5 9.5 3 

2 


WMECO 7 9.5 


5 
oO 


The “Indemnification and Limitation of Liability” 
provisions (the “Price-Anderson Act”) of the Atomic 
Energy Act of 1954 were added by amendment in 1957. 
The purpose of the Price-Anderson Act was to require 
certain nuclear licensees, including reactor operators 
to provide financial protection against public liability in 
the event of any nuclear incident and, since privately 
available protection was limited to $60 million of 
nuclear liability insurance, to provide for additional 
indemnification by the then Atomic Energy 
Commission (now Nuclear Regulatory Commission 
(‘NRC”)) in an amount up to $500 million. The 
Price-Anderson Act also established a limitation on the 
aggregate liability to the public equal to the sum of 
these two amounts, or $560 million. The NRC charges 





each licensee an annual fee for providing this 
indemnification. In the intervening years the amount of 
insurance available from the private sector has 
gradually increased to $140 million, and the NRC 
indemnification has correspondingly decreased be- 
cause the $560 million limit of liability has remained 
fixed. 


In 1975 the Atomic Energy Act of 1954 was again 
amended to provide an additional layer of insurance 
protection from private sources (namely, an industry 
retrospective rating plan) which would be available to 
be applied toward satisfaction of public damage claims 
before resorting to the federally funded indem- 
nification. This additional private sector protection is 
created by assessments of up to $5 million per 
operating plant per incident ($10 million maximum per 
year) and presently, with 61 operating nuclear plants, 
would amount to $305 million. This significantly 
reduces the amount of federal indemnity which might 
be needed, and the NRC indemnification fees are 
therefore being sharply reduced. 


This statutory requirement was implemented by NRC 
regulations of January 3, 1977, which require each 
licensee on and after August 1, 1977, to maintain 
financial protection in an amount equal to the sum of 
$140,000,000 and the amount available as secondary 
financial protection (in the form of private liability 
insurance available under an industry retrospective 
rating plan providing for deferred premium charges). In 
July, 1977, the NRC and two groups of insurance 
underwriters reached agreement on a draft form of 
Master Policy and Binders, setting forth the provisions 
of such secondary insurance. The insurance program 
provides that if after a nuclear incident at any reactor 
the aggregate damage claims exceed the amount 
available under the $140 million of primary insurance 
coverage, then an assessment of up to $5,000,000 in 
retrospective premiums may be made against each 
nuclear power plant for each incident (up to maximum 
of $10,000,000 per year) to create an additional fund for 
meeting such damage claims, which fund would have 
to be exhausted before the federal indemnity were 
used. The insurance underwriters will administer that 
additional fund, process all claims, and guarantee up 
to an aggregate of $30,000,000 in retrospective 
premiums for licensees defaulting in payment of their 
retrospective premiums. The licensees will each pay an 
annual premium of $6,000 in connection with this 
guarantee. 


Since the Yankee Companies are _ single-purpose 
corporations with no significant assets other than their 
nuclear generating facilities, the insurance companies 
required that the Binders for each Yankee Company 
evidence not only the obligation of that Yankee 
Company to pay its retrospective premium but also the 
several undertakings of its sponsor companies to pay 


up to their respective entitlement percentages of that 
retrospective premium should the Yankee Company 
default. It is proposed that declarants’ guaranties of 
their respective shares of the Yankee Companies’ 
retrospective premiums be authorized. 


It is stated that the time constraints of the statutorily 
imposed August 1, 1977, deadline made it impossible 
to obtain Commission authorization for these 
undertakings of those sponsor companies to which the 
Act applies prior to that date, and that therefore 
declarants’ obligations under the Binders have been 
expressly made subject to obtaining necessary Commis- 
sion approval. 


The fees and expenses to incurred in connection with 
the proposed transaction are estimated at $2,000, 
exclusive of legal fees, which will be filed by 
amendment. It is stated that no state commission and 
no federal commission, other than this Commission, 
has jurisdiction over the proposed transaction. 


NOTICE IS FURTHER GIVEN that any interested 
person may, not later than September 8, 1977, request 
in writing that a hearing be held on such matter, stating 
the nature of his interest, the reasons for such request, 
and the issues of fact or law raised by said declaration 
which he desires to controvert; or he may request that 
he be notified if the Commission should order a 
hearing thereon. Any such request should be 
addressed: Secretary, Securities and Exchange 
Commission, Washington, D.C. 20549. A copy of 
such request should be served personally or by mail 
upon the declarants at the above-stated addresses, and 
proof of service (by affidavit or, in case of an attorney 
at law, by certificate) should be filed with the request. 
At any time after said date, the declaration, as filed, or 
as it may be amended, may be permitted to become 
effective as provided in Rule 23 of the General Rules 
and Regulations promulgated under the Act, or the 
Commission may grant exemption from such rules as 
provided in Rules 20(a), and 100 thereof or take such 
other action as it may deem appropriate. Persons who 
request a hearing or advice as to whether a hearing is 
ordered will receive any notices and orders issued in 
this matter, including the date of the hearing (if 
ordered) and nay postponements thereof. 


For the Commission, by the Division of Corporate 
Regulation, pursuant to delegated authority. 


George A. Fitzsimmons 
Secretary 
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PUBLIC UTILITY HOLDING COMPANY ACT OF 1935 
Release No. 20144/August 19, 1977 


In the Matter of 


MONONGAHELA POWER COMPANY 
1310 Fairmont Avenue 
Fairmont, West Virginia 26544 


THE POTOMAC EDISON COMPANY 
Downsville Pike 
Hagerstown, Maryland 21740 


WEST PENN POWER COMPANY 
800 Cabin Hill Drive 
Greensburg, Pennsylvania 15601 


(70-5844) 


NOTICE OF PROPOSED INCREASE IN AMOUNT OF 
SHORT-TERM NOTES TO BE ISSUED AND SOLD TO 
BANKS AND TO DEALERS IN COMMERCIAL PAPER: 
SUPPLEMENTAL ORDER AUTHORIZING LIMITED 
INCREASE IN SALE OF SHORT-TERM NOTES 


NOTICE IS HEREBY GIVEN that Monongahela Power 
Company (‘‘Monongahela’’), The Potomac Edison 
Company and West Penn Power Company, all of which 
are electric utility subsidiary companies of Allegheny, 
Power System, Inc., a registered holding company, 
have filed a post-effective amendment to an application 
previously filed with this Commission pursuant to the 
Public Utility Holding Company Act of 1935 (“Act”), 
designating Section 6(b) of the Act and Rule 50(a)(5) 
promulgated thereunder as applicable to the proposed 
transaction. All interested persons are referred to the 
amended application, which is summarized below, for 
a complete statement of the proposed transaction. 


On May 4, 1976 arelease (HCAR No. 19510) was issued 
in this matter giving notice that Monongahela proposed 


to issue and sell through December 31, 1977, 
short-term notes to banks and to dealers in commercial 
paper in a maximum aggregate principal amount of 
$44,000,000 at any one time outstanding. On June 4, 
1976 an order (HCAR No. 19557) was issued 
authorizing Monongahela to issue the proposed 
Short-term notes but limiting the maximum principal 
amount of such notes at any one time outstanding to 
$40,000,000, jurisdiction being reserved to grant 
Monongahela further relief when applied for, in whole 
or in part. Jurisdiction was also reserved to grant West 
Penn Power Company further relief when applied for. 
As of July 31, 1977, Monongahela had no short term 
debt outstanding, but the Public Service Commission 
of West Virginia has ordered Monongahela to refund to 
its customers approximately $53,000,000 plus interest 
which was collected between June 1975 and April 1977. 
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As a result, Monongahela estimates that it will be 
required to issue short term debt of approximately 
$46,000,000. 


Therefore, Monongahela proposes to issue and sell 
through December 31, 1977, short term notes to banks 
and to dealers in commercial paper in a maximum 
aggregate principal amount of $46,000,000 at any one 
time outstanding. The notes and commercial paper will 
be issued and renewed from time to time as funds may 
be required prior to December 31, 1977, provided that 
no such notes or commercial paper will mature after 
April 1, 1978. 


Seven designated commercial banks have made 
available to Monongahela varying lines of credit 
aggregating $125,000,000, provided that borrowings 
will at no time exceed the total amount authorized by 
this Commission. It is stated that the unsecured 
promissory notes, to be issued to the banks as 
evidence of such borrowings, will mature not more 
than 270 days after issuance or renewal, will be 
prepayable at any time without premium or penalty, 
and will bear interest at a rate not exceeding the prime 
rate of each lending bank in effect at the date of the 
borrowing. It is anticipated that the banks will require 
compensating balances at levels generally ap- 
proximating 10% of the line of credit plus 10% of the 
amount of notes outstanding; thus, if balances were 
maintained solely to fulfill compensating balance 
requirements for borrowings, the effective interest cost 
to each applicant, assuming a prime rate of 7%, would 
be approximately 8.75%. 


Monongahela proposes to issue and sell commercial 
paper, in the form of promissory notes in 
denominations of not less than $50,000, nor more than 
$5,000,000, to commercial paper dealers at a discount 
not in excess of the discount rate per annum prevailing 
at the time of issuance for commercial paper of 
comparable quality and of like maturity sold to 
commercial paper dealers. It is stated that the 
commercial paper notes will be of varying maturities, 
with no maturity more than 270 days after the date of 
issue, and that they will not be prepayable. 
Monongahela further states that it may issue the 
commercial paper notes if the interest cost thereof is 
equal to or less than the effective interest cost at which 
funds could be borrowed from the seven commercial 
banks with which it has lines of credit or if it cannot at 
that time borrow the same amount for the same period 
of time from such banks. It is expected that the 
commercial paper dealers will reoffer the commercial 
paper notes to not more than 200 of their customers, 
identified and designated in a non-public list prepared 
in advance by the dealers, at a discount rate of 1/8 of 
1% per annum less than the discount rate to 
Monongahela. It is expected that the dealers’ 
customers will hold the commercial paper notes to 





maturity; but, if any such customers wish to resell 
prior to maturity, their dealers will repurchase the 
notes pursuant to a verbal repurchase agreement and 
will reoffer them to other customers on their 
non-public lists. 


Monongahela requests that the proposed issue and 
sale of commercial paper notes be excepted from the 
competitive bidding requirements of Rule 50 pursuant 
to a finding by this Commission under Rule 50(a)(5). 


It is stated that no state commission and no federal 
commission, other than this Commission, has 
jurisdiction over the proposed transaction. 


NOTICE IS FURTHER GIVEN that any interested 
person may, not later than September 12, 1977, request 
in writing that a hearing be held on such matter, stating 
the nature of his interest, the reasons for such request, 
and the issues of fact or law raised by the filing which 
he desires to controvert; or he may request that he be 
notified if the Commission should order a hearing 
thereon. Any such request should be addressed: 
Secretary, Securities and Exchange Commission, 
Washington, D.C. 20549. A copy of such request 
should be served personally or by mail upon the 
applicants at the above-stated address, and proof of 
service (by affidavit or, in case of an attorney at law, by 
certificate) should be filed with the request. At any 
time after said date, the application, as amended or as 
it may be further amended, may be granted effective as 
provided in Rule 23 of the General Rules and 
Regulations promulgated under the Act, or the 
Commission may grant exemption from such rules as 
provided in Rules 20(a) and 100 thereof or take such 
other action as it may deem appropriate. Persons who 
request a hearing or advice as to whether a hearing is 
ordered will receive any notices or orders issued in this 
matter, including the date of the hearing (if ordered) 
and any postponements thereof. 


Due notice of the filing of a portion of said amended 
application has been given in the manner prescribed in 
Rule 23 promulgated under the Act (HCAR No. 19510), 
and no hearing has been requested of or ordered by the 
Commission. Upon the basis of the facts in the record, 
it is hereby found that the applicable standards of the 
Act and the rules thereunder are satisfied with respect 
to that portion of the amended application and that no 
advese findings are necessary; and that it is 
appropriate in the public interest and in the interest of 
investors and consumers that said application, as 
amended, be granted in part: 


IT IS ORDERED, pursuant to the applicable provisions 
of the Act and the rules thereunder, that the 
jurisdiction reserved in the order of June 4, 1976, with 
respect to Monongahela be, and it hereby is, released 
and that Monongahela be, and it hereby is, authorized 


effective forthwith to issue and sell short term notes to 
designated banks and commercial paper to commercial 
paper dealers, through December 31, 1977, in an 
aggregate principal amount not to exceed $44,000,000 
outstanding at any one time, subject to the terms and 
conditions prescribed in Rule 24 promulgated under 
the Act. 


IT 1S FURTHER ORDERED that the jurisdiction 
reserved in the Order of June 4, 1976 with respect to 
West Penn Power Company be, and it hereby is, 
retained. 


For the Commission, by the Division of Corporate 
Regulation, pursuant to delegated authority. 


George A. Fitzsimmons 
Secretary 





PUBLIC UTILITY HOLDING COMPANY ACT OF 1935 
Rel. No. 20145/August 22, 1977 


In the Matter of 


JERSEY CENTRAL POWER & LIGHT COMPANY 
Madison Avenue at Punchbowl! Road 
Morristown, New Jersey 07960 


METROPOLITAN EDISON COMPANY 
2800 Pottsville Pike 
Reading, Pennsylvania 19603 


PENNSYLVANIA ELECTRIC COMPANY 
1001 Broad Street 
Johnstown, Pennsylvania 15907 


(70-6041) 


NOTICE OF PROPOSED ACQUISITION OF EVI- 
DENCES OF INDEBTEDNESS FROM RESIDENTIAL 
ELECTRIC ‘CUSTOMERS PURSUANT TO A RESI- 
DENTIAL INSULATION AND RELATED IMPROVE- 
MENTS PROGRAM 


NOTICE IS HEREBY GIVEN that Jersey Central Power 
& Light Company (‘Jersey Central’), Metropolitan 
Edison Company (‘‘Met-Ed”), and Pennsylvania Electric 
Company (‘‘Penelec’’), each an electric utility 
subsidiary of General Public Utilities Corporation, a 
registered holding company, have filed an application 
and an amendment thereto with this Commission 
pursuant to the Public Utility Holding Company Act of 
1935 (“Act”), designating Sections 9(a)(1) and 10 of the 
Act and Rule 40 promulgated thereunder as applicable 
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the applicants-declarants at the above-stated address 
and proof of service (by affidavit or, in case of an 
attorney at law, by certificate) should be filed with the 
request. At any time after said date, the 
application-declaration, as amended or as it may be 
further amended, may be granted and permitted to 
become effective as provided in Rule 23 of the General 
Rules and Regulations promulgated under the Act, or 
the Commission may grant exemption from such rules 
as provided in Rules 20(a) and 100 thereof or take such 
other action as it may deem appropriate. Persons who 
request a hearing or advice as to whether a hearing is 
ordered will receive any notices and orders issued in 
this matter, including the date of the hearing (if 
ordered) and any postponements thereof. 


For the Commission, by the Division of Corporate 
Regulation, pursuant to delegated authority. 


George A. Fitzsimmons 
Secretary 





PUBLIC UTILITY HOLDING COMPANY ACT OF 1935 
Release No. 20147/August 24, 1977 


In the Matter of 


KANEB SERVICES, INC. 
Houston, Texas 


(31-690) 


ORDER TERMINATING CONDITIONS AND RELEAS- 
ING JURISDICTION 


By orders in this proceeding dated December 24, 1968 
and February 7, 1969 (HCAR Nos. 16250 and 16284) 
Kaneb Services, Inc. (“Kaneb”), formerly Kaneb Pipe 
Line Company, was declared not to be a holding 
company pursuant to Section 2(a)(7) of the Public 
Utility Holding Company Act of 1935 (“Act”), subject to 
a number of conditions. At that time, Kaneb owned 
19.48% of the outstanding voting stock of 
Kansas-Nebraska Natural Gas Company, Inc. 
(‘‘Kansas-Nebraska’’), a gas utility company. 


Kaneb has advised the Commission that it has sold its 
entire interest in Kansas-Nebraska and has requested 
the Commission to acknowledge that the obligations 
and conditions imposed upon it by the aforementioned 
orders are no longer applicable. 


IT IS ORDERED, accordingly, that the conditions and 
obligations imposed upon Kaneb by the orders of the 
Commission dated December 24, 1968, and February 7, 
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1969, be, and they hereby are, terminated and that the 
jurisdiction heretofore reserved in this proceeding be, 
and it hereby is, released. 


For the Commission, by the Division of Corporate 
Regulation, pursuant to delegated authority. 


George A. Fitzsimmons 
Secretary 





PUBLIC UTILITY HOLDING COMPANY ACT OF 1935 
Release No. 20148/August 25, 1977 


In the Matter of 


NATIONAL FUEL GAS COMPANY 
30 Rockefeller Plaza 
New York, New York 10020 


NATIONAL FUEL GAS SUPPLY CORPORATION 
308 Seneca Street 
Oil City, Pennsylvania 16301 


(70-5831) 


NOTICE OF PROPOSAL TO EXTEND MATURITY OF A 
NOTE OF A SUBSIDIARY HELD BY A HOLDING 
COMPANY 


NOTICE IS HEREBY GIVEN that National Fuel Gas 
Company (‘National’), a registered holding company, 
and its wholly-owned subsidiary, National Fuel Gas 
Supply Corporation (“Supply”) have filed post-effective 
amendments to an application-declaration previously 
filed with this Commission pursuant to the Public 
Utility Holding Company Act of 1935 (‘‘Act’’), 
designating Sections 6(a), 7, 9(a), 10, 12(b) and 12(f) of 
the Act and Rules 43 and 45 promulgated thereunder as 
applicable to the proposed transaction. All interested 
persons are referred to the amended application- 
declaration, which is summarized below for a complete 
statement of the proposed transaction. 


On May 10, 1976 the Commission issued an order in 
this matter (HCAR No. 19521) authorizing, among other 
proposed transactions, National to issue and sell, 
through December 31, 1976, unsecured short-term 
notes to The Chase Manhattan Bank, N.A. (“Chase”) in 
a maximum aggregate principal amount of $7,000,000 
at any one time outstanding. These notes were to 
mature no later than twelve months from the date of 
issue. The proceeds of the sale of such notes have 
been loaned to certain of National’s subsidiaries, 
including $4,900,000 to Supply, in exchange for notes 
of those subsidiaries. Pursuant to this authority 





National issued and sold its twelve month note to 
Chase on December 31, 1976 and loaned the proceeds 
to Supply in exchange for Supply’s note maturing 
December 31, 1977. National prepaid its note to Chase 
on March 28, 1977; Supply’s corresponding note to 
National has not been prepaid. Supply has used the 
$4,900,000 to develop existing wells to serve as gas 
storage facilities. Upon receipt of Federal Power 
Commission authorization for certain related trans- 
actions, these facilities will be transferred to National 
Gas Storage Corporation (“Storage”), a corporation 
presently being organized as a subsidiary of National, 
in exchange for the assumption of Supply’s $4,900,000 
note to National. 


National has been informed that the above-mentioned 
Federal Power Commission authorization regarding 
Storage will be received before April 1978. Therefore, is 
is proposed that the maturity of Supply’s $4,900,000 
note to National be extended from December 31, 1977 
to December 31, 1978. The interest rate and other terms 
of the note will remain the same. If authorization is 
received from the Federal Power Commission prior to 
December 31, 1978 the promissory note will be prepaid 
upon the completion of the transactions involving 
Storage. 


No special fees, commissions or expenses are 
anticipated in connection with the consummation of 
the proposed transaction. It is stated that no state 
commission and no federal commission, other than 
this Commission, has jurisdiction over the proposed 
transaction. 


NOTICE IS FURTHER GIVEN that any interested 
person may, not later than September 19, 1977, request 
in writing that a hearing be held on such matter, stating 
the nature of his interest, the reasons for such request, 
and the issues of fact or law raised by the filingt which 
he desires to controvert; or he may request that he be 
notified if the Commission should order a hearing 
thereon. Any such request: should be addressed: 
Secretary, Securities and Exchange Commission, 
Washington, D.C. 20549. A copy of such request 
should be served personally or by mail upon the 
applicants-declarants at the above-stated address, and 
proof of service (by affidavit or, in case of an attorney 
at law, by certificate) should be filed with the request. 
At any time after said date, the application-declaration, 
as amended or as it may be further amended, may be 
granted and permitted to become effective as provided 
in Rule 23 of the General Rules and Regulations 
promulgated under the Act, or the Commission may 
grant exemption from such rules as provided in Rules 
20(a) and 100 thereof or take such other action as it may 
deem appropriate. Persons who request a hearing or 
advice as to whether a hearing is ordered will receive 
any notices or orders issued in this matter, including 
the date of the hearing (if ordered) and any 
postponements thereof. 


For the Commission, by the Division of Corporate 
Regulation, pursuant to delegated authority. 


George A. Fitzsimmons 
Secretary 





INVESTMENT COMPANY ACT OF 1940 
Rel. No. 9901/August 22, 1977 


In the Matter of 


INVESTORS SYNDICATE OF AMERICA, INC. 
IDS Tower 
Minneapolis, Minnesota 55402 


(812-4143) 


NOTICE OF FILING OF APPLICATION FOR AN 
ORDER PURSUANT TO SECTION 28(c) OF THE 
INVESTMENT COMPANY ACT OF 1940 (‘‘ACT’’) 
APPROVING AN AMENDMENT TO A DEPOSITORY 
AGREEMENT COVERING FACE-AMOUNT CERTI- 
FICATES ISSUED BY APPLICANT. 


NOTICE IS HEREBY GIVEN that Investors Syndicate 
of America, Inc. (‘‘Applicant’’), a face-amount 
certificate company registered under the Investment 
Company Act of 1940 (‘‘Act’’), has filed on application 
on June 6, 1977, and an amendment thereto on August 
11, 1977, pursuant to Section 28(c) of the Act, for an 
order of the Commission approving an amendment of 
the general depository agreement (the ‘‘Agreement’’) 
between Applicant and the Marquette National Bank of 
Minneapolis (the ‘‘Bank’’) so as to require annual 
rather than semi-annual certification of the financial 
statements of Applicant by an independent public 
accountant. All interested persons are referred to the 
application on file with the Commission for a statement 
of the representations made therein, which are 
summarized below. 


Section 28(c) provides, among other things, that the 
Commission shall by rule, regulation, or order in the 
public interest or for the protection of investors, require 
a registered face-amount certificate company to deposit 
and maintain, upon such terms and conditions as the 
Commission shall prescribe and as are appropriate for 
the protection of investors, with one or more 
institutions, having the qualifications required by 
Section 26(a)(1) of the Act for a trustee of a unit 
investment trust, all or any part of the investments 
maintained by such company as certificate reserve 
requirements under the provisions of Section 28(b) of 
the Act. 
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to the following proposed transaction. All interested 
persons are referred to the application, which is 
summarized below, for a complete statement of the 
proposed transaction. 


Jersey Central, Met-Ed and Penelec request 
authorization for the acquisition, from time to time, of 
evidences of indebtedness from their respective 
residential electric customers arising from such 
customers’ purchases of insulation, attic ventilation 
fans and automatic night/day thermostats. It is stated 
that the acquisition of such obligations is designed to 
facilitate the financing of such energy saving improve- 
ments and thereby promote energy conservation. 


The program for which authorization is sought is that set 
out in an order of the Board of Public Utility 
Commissioners of the State of New Jersey on May 12, 
1977, under which order all New Jersey utilities, 
including Jersey Central, must provide a mechanism 
for the financing of home insulation and related 
improvements by their heating customers. Under that 
program, which covers the financing of insulation, 
attic ventilation fans and automatic night/day 
thermostats, a customer would arrange to have the 
work performed by an eligible contractor, who would 
be paid by the utility (uniess the customer obtained 
government or private financing). The customer would 
have 3 years to repay the loan, and interest would be 
charged at the rate of 1% per month on the unpaid 
balance (unless the customer repaid the loan within 90, 
days, in which case there would be no interest charge). 
The financing limit would be $500 for insulation plus 
the cost of a day/night thermostat and attic fan, if 
requested. It is contemplated that Met-Ed and Penelec 
will institute identical programs—a financing limit of 
$500 for insulation plus the cost of a day/night 
thermostat and attic fan, if requested, and with interest 
at the rate of 1% per month on the unpaid balance 
(unless the customer repaid the loan within 90 
days)—for their electric heating customers. It is 
estimated that the programs for each utility will begin 
in September 1977. 


It is stated that these financing programs may be 
modified, pursuant to utility or regulatory commission 
initiative, from time to time as experience dictates. No 
such modification will be implemented prior to the 
obtaining of Commission approval through a 
post-effective amendment to this application. 


Jersey Central, Met-Ed and Penelec each request 
authorization to acquire in the aggregate up to $50,000 
of their respective customers’ obligations and to incur 
administrative and other related expenses of up to 
$12,500 respectively, for the one year period 
commencing on the date this application is granted. 
Authorization to exceed these limits or to extend the 
programs beyond the initial one year period will be 
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sought by post-effective amendment. It is stated that 
the funds required by these programs are expected to 
arise from normal cash generation and, if necessary, 
from short-term borrowing. 


The fees and expenses to be incurred inconnection 
with the proposed transaction are estimated at $39,500 
($2,000 filing fee plus $37,500 of administrative and 
other related expenses), exclusive of legal fees, which 
will be supplied by further amendment. It is stated that 
no state commission and no federal commission, other 
than this Commission, has jurisdiction over the 
proposed transaction, except to the extent that any 
particular program is mandated by order of a state or 
federal commission. 


NOTICE IS FURTHER GIVEN that any interested 
person, may, not later than. September 16, 1977, 
request in writing that a hearing be held on such matter 
stating the nature of his interest, the reasons for such 
request, and the issues of fact or law raised by the 
application, as amended, which he desires to 
controvert; or he may request that he be notified if the 
Commission should order a hearing thereon. Any such 
request should be addressed: Secretary, Securities 
and Exchange Commission, Washington, D.C. 20549. 
A copy of such request should be served personally or 
by mail upon the applicants at the above-stated 
addresses, and proof of service (by affidavit or, in case 
of an attorney at law, by certificate) should be filed 
with the request. At any time after said date, the 
application, as amended or as it may be further 
amended, may be granted as provided in Rule 23 of the 
General Rules and Regulations promulgated under the 
Act, or the Commission may grant exemption from 
such rules as provided in Rules 20(a) and 100 thereof or 
take such other action as it may deem appropriate. 
Persons who request a hearing or advice as to whether 
a hearing is ordered will receive any notices and orders 
issued in this matter, including the date of the hearing 
(if ordered) and any postponements thereof. 


For the Commission, by the Division of Corporate 
Regulation, pursuant to delegated authority. 


George A. Fitzsimmons 
Secretary 





PUBLIC UTILITY HOLDING COMPANY ACT OF 1935 
Release No. 20146/August 22, 1977 


In the Matter of 


NORTHEAST UTILITIES 
Hartford, Connecticut 





THE CONNECTICUT LIGHT AND POWER COMPANY 
THE HARTFORD ELECTRIC LIGHT COMPANY 
WESTERN MASSACHUSETTS ELECTRIC COMPANY 
NORTHEAST NUCLEAR ENERGY COMPANY 


(70-5734) 


NOTICE OF POST-EFFECTIVE AMENDMENT RE- 
LATED TO FINANCING OF NUCLEAR FUEL CORES 


Northeast Utilities (“Northeast”), a registered holding 
company; The Connecticut Light and Power Company 
(““CL&P’’), The Hartford Electric Light Company 
(“HELCO’’), and Western Massachusetts Electric 
Company (“WMECO”), public-utility subsidiary com- 
panies of Northeast; and Northeast Nuclear Energy 
Company (‘‘NNEC’”’), a subsidiary company of 
Northeast formerly known as The Millstone Point 
Company, have filed with this Commission a further 
post-effective amendment to the application-declara- 
tion in this proceeding pursuant to Sections 9(a), 10, 
12, and 13 of the Public Utility Holding Company Act of 
1935 (“Act”) and Rules 43 and 45 promulgated 
thereunder regarding the following proposed trans- 
actions. 


CL&P, HELCO, and WMECO are the owners as 
tenants-in-common (‘Owners’) of the nuclear 
generating units known as Millstone Unit Nos. 1 and 2 
located at the Millstone Nuclear Power Station, with 
53% , 28%, and 19% ownership interests, respectively. 
NNEC is acting as the agent of the Owners with respect 
to the operation of these units pursuant to an 
Operating Agreement. It receives no fee for this 
service, and all costs are paid by the Owners. NNEC 
owns the fuel for the Unit Nos. 1 and 2 reactors. It has 
issued its own securities to pay for the fuel. The use of 
the fuel is governed by a Fuel Supply Contract with 
CL&P, HELCO, and WMECO. 


By Orders in this proceeding dated October 21, 1975, 
January 16, 1976, October 22, 1976, and March 25, 1977 
(HCAR Nos. 19218, 19346, 19726, and 19960), the 
Commission authorized NNEC to engage in certain 
financing of its nuclear fuel cores and related 
transactions, including the amending of the Fuel 
Supply Contract in certain respects. In said orders the 
Commission reserved jurisdiction over a proposal to 
increase NNEC’s overall rate of return on _ total 
capitalization to an amount in excess of 10% per 
annum. 


The Northeast system now proposes to amend the Fuel 
Supply Contract in two respects. First, it is proposed 
to exclude from NNEC’s rate of return computation all 
costs of debt (both short and long-term) and other 
senior capital issued to nonaffiliates and to provide 
instead that the expenses for which the Onwers would 
reimburse NNEC will include all expenses (interest, 


dividends, commitment fees, etc.) relating to NNEC’s 
short and long-term debt and other senior capital 
issued to nonaffiliated persons to finance nuclear fuel. 
Second, the rate of return provision would thus 
become solely a return on NNEC’s total equity 
capitalization (including common stock, retained 
earnings, capital contributions, etc., and all evidences 
of indebtedness issued by NNEC to the Owners, 
Northeast, or to any other associate company), and 
such equity return provided to NNEC by the Owners 
would be revised to be set at a rate equal to the 
weighted (on an ownership basis) average return on 
equity granted to the Owners in their most recent retail 


‘rate proceedings before the Connecticut and 


Massachusetts regulatory commissions. 


The proposed amendment to the Fuel Supply Contract 
would be effective as of January 1, 1977. Accordingly, 
the annual equity return and the overall rate of return 
on NNEC’s capital for the calendar year 1977 under the 
computation proposed for the Fuel Supply would be 
13.095% and 11.440%, respectively. 


As of January 1, 1977, the capitalization of NNEC was 
as follows: 


Total Long-Term Debt $29,000,000 
Equity: 
Common Stock $ 
Paid in Capital 
Retained Earnings 


15,000 
13,300,000 
5,018,000 


Total Equity 


$18,333,000 


Total Capitalization $47 333,000 


It is stated that no consent or approval of any State 
commission or any Federal commission, other than 
this Commission, is required for the transactions 
proposed, except that the approval or prior authority of 
the Connecticut Public Utilities Control Authority is 
being sought in connection with the proposed 
amendment to the Fuel Supply Contract. 


NOTICE IS FURTHER GIVEN that any interested 
person may, not later than September 20, 1977, request 
in writing that a hearing be held on such matter, stating 
the nature of his interest, the reasons for such request, 
and the issues of fact or law raised by said 
post-effective amendment to the application-decla- 
ration which he desires to controvert; or he may 
request that he be notified if the Commission should 
order a hearing thereon. Any such request should be 
addressed: Secretary, Securities and Exchange 
Commission, Washington, D.C. 20549. A copy of such 
request should be served personally or by mail upon 
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On November 16, 1974, the Commission issued an 
order (Investment Company Act Release No. 18) 
approving the Agreement requiring Applicant to 
deposit and maintain, in accordance with the terms and 
conditions set forth in the Agreement, with the Bank or 
with some other trustee or trustees having the 
qualifications required by paragraph 1 of Section 26(c) 
of the Act, qualified assets at least equal to the 
certificate reserve requirements of Section 28 of the Act 
for certain outstanding certificates. The Agreement 
further provides that the semi-annual and annual 
statements regarding the aggregate value of 
Applicant’s assets, required to be filed with the Bank in 
January and July of each year, be audited and certified 
by independent accountants. 


Subsequently, the Commission has issued orders, 
contained in Investment Company Act Release Nos. 
792, 1895, 3105, 3552, 3751, 4390, 6810, 8551, 8821, 
and 9188, granting applications for amendments to the 
Agreement to include coverage of new series of 
securities proposed to be issued by Applicant. 


The amendment to the Agreement, for which an order 
by the Commission is presently requested, seeks to 
eliminate the requirement that the semi-annual report, 
filed with the Bank in July of each year, be audited and 
certified by independent accountants, in favor of 
verification under oath of such report by a responsible 
officer of Appliccant. Applicant represents that the 
annual statement required to be filed with the Bank in 
January of each year will continue to be certified by an 
independent accountant. Applicant further agrees to 
continue to file with the Commission on or before the 
twentieth days of January, April, July;and October of 
each year, a statement showing the aggregate value of 
Applicant’s assets on deposit with the Bank to meet 
face-amount certificate liability requirements and the 
amount of such certificate liability requirements. The 
value and amount are to be determined as of the last 
day of the preceding month. Market or fair values are to 
be shown as well as values determined in accordance 
with the provisions of the Code of the District of 
Columbia and the rules, regulations and orders 
prescribed by the Commission. 


In support of the application, Applicant asserts that the 
Act only requires the annual reports to shareholders 
and annual reports to the Commission to be audited and 
certified by independent accountants. Applicant further 
asserts, with the concurrence of the Bank and its 
independent, certified accountant, that the annual 
examination of its assets by an independent certified 
accountant makes semi-annual audited reports 
unjustified in terms of time and money. 


NOTICE IS FURTHER GIVEN that any interested 
person, may not later than September 15, 1977, at 5:30 
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p.m., . submit to the Commission in writing a request 
for a hearing on the matter accompanied by a statement 
as to the nature of his interest, the reasons for such 
request, and the issues, if any, of fact or law proposed 
to be controverted, or he may request that he be 
notified if the Commission shall order a hearing 
thereon. Any such communication should be 
addressed: Secretary, Securities and Exchange 
Commission, Washington, D.C. 20549. A copy of such 
request shall be served personally or by mail upon 
Applicant at the address stated above. Proof of such 
service (by affidavit, or in case of an attorney-at-law, by 
certificate) shall be filed contemporaneously with the 
request. As provided by Rule 0-5 of the Rules and 
Regulations promulgated under the Act, an order 
disposing of the application will be issued as of course 
following said date, unless the Commission thereafter 
orders a hearing upon request or upon the 
Commission’s own motion. Persons who request a 
hearing, or advice as to whether a hearing is ordered, 
will receive any notices and orders issued in this 
matter, including the date of the hearing (if ordered) 
and any postponements thereof. 


For the Commission, by the Division of Investment 
Management, pursuant to delegated authority. 


George A. Fitzsimmons 
Secretary 





INVESTMENT COMPANY ACT OF 1940 
Release No. 9902/ August 22, 1977 


In the Matter of 


CAPITAL LIQUIDITY, INC. 
4201 Wilshire Boulevard 
Los Angeles, California 90010 


(811-2493) 


NOTICE OF FILING OF APPLICATION PURSUANT 
TO SECTION 8(f) OF THE ACT FOR AN ORDER 
DECLARING THAT THE COMPANY HAS CEASED 
TO BE AN INVESTMENT COMPANY. 


NOTICE IS HEREBY GIVEN that Capital Liquidity, 
Inc. (‘‘Applicant’’), registered under the Investment 
Company Act of 1940 (‘‘Act’’) as an open-end, 
diversified, management investment company, filed an 
application on August 1, 1977, pursuant to Section 8(f) 
of the Act, for an order of the Commission declaring 
that Applicant has ceased to be an investment company 
as defined in the Act. All interested persons are 
referred to the application on file with the Commission 














for a statement of the representations contained 
therein, which are summarized below. 


The Applicant, a Maryland corporation, registered 
under the Act on June 25, 1974. The Applicant states 
that at a Special Meeting of the Shareholders held on 
March 4, 1977, 1,000 of the 1,094 outstanding voting 
shares of Applicant were voted in favor of a plan of 
liquidation and dissolution (‘‘Plan’’). Pursuant to the 
Plan the Applicant’s assets were liquidated at their 
current market value, the expenses of the Applicant 
paid and the net assets distributed on a pro-rata basis 
to the shareholders on May 21, 1977. No shares were 
voted against the Plan. None of the costs and expenses 
of implementation of the Plan were borne by the 
Applicant. 


Applicant also states that in accordance with the 
provisions of the Plan all of the net assets of the 
Application have been distributed to the Shareholders, 
and active operations of it have ceased. In addition, it is 
alleged that all liabilities of Applicant have been paid. 
Applicant filed its Articles of Dissolution with the 
Maryland State Department of Assessments and 
Taxation on May 16, 1977. This filing acted to dissolve 
Applicant in accordance with the requirements of 
Maryland law. 


Section 8(f) of the Act provides, in pertinent part, that 
whenever the Commission on its own motion or upon 
application, finds that a registered investment company 
has ceased to be an investment company, it shall so 
declare by order, and upon the effectiveness of such 
order, the registration of such company shall cease to 
be in effect. 


NOTICE IS FURTHER GIVEN that any interested 
person may, not later than September 19, 1977, at 5:30 
p.m. submit to the Commission in writing a request for 
a hearing on the application accompanied by a 
statement as to the nature of his interest, the reason for 
such request and the issues, if any, of fact or law 
proposed to be controverted, or he may request that he 
be notified if the Commission shall order a hearing 
thereon. An such communication should be addressed: 
Secretary, Securities and Exchange Commission, 
Washington, D.C. 20549. A copy of such request shall 
be served personally or by mail upon Applicant at the 
address stated above. Proof of such service (by 
affidavit, or in case of an attorney-at-law, by certificate) 
shall be filed contemporaneously with the request. As 
provided by Rule 0-5 of the Rules and Regulations 
promulgated under the Act, an order disposing of the 
application herein will be issued as of course following 
said date unless the Commission thereafter orders a 
hearing upon request or upon the Commission’s own 
motion. Persons, who request a hearing or advice as to 
whether a hearing is ordered, will receive any notices 
and orders issued in this matter, including the date of 


the hearing (if ordered) and any postponements 
thereof. 


For the Commission, by the Division of Investment 
Management, pursuant to delegated authority. 


George A. Fitzsimmons 
Secretary 





INVESTMENT COMPANY ACT OF 1940 
Release No. 9903/ August 22, 1977 


In the Matter of 


TUDOR INDUSTRIES CORPORATION 
733 Summer Street 


Stamford, Connecticurt 06901 
(811-2206) 


NOTICE OF FILING OF APPLICATION PURSUANT 
TO SECTION 8(f) OF THE ACT FOR ORDER 
DECLARING THAT APPLICANT HAS CEASED TO 
BE AN INVESTMENT COMPANY. 


NOTICE IS HEREBY GIVEN that Tudor Industries 
Corporation (‘‘Applicant’’), a company registered 
under the Investment Company Act of 1940 (the ‘‘Act’’) 
as a non-diversified, closed-end, management 
investment company, filed an application on May 2, 
1977, and amendments thereto on June 16, 1977 and 
August 5, 1977, pursuant to Section 8(f) of the Act, for 
an order of the Commission declaring that Applicant 
has ceased to be an investment company as defined by 
the Act. All interested persons are referred to the 
application on file with the Commission for a statment 
of the representations contained therein, which are 
summarized below. 


Section 3(a)(3) of the Act includes within the definition 
of ‘‘investment company”’ any issuer which is engaged 
or proposes to engage in the business of investing, 
reinvesting, owning, holding, or trading in securities, 
and owns or proposes to acquire investment securities 
having a value exceeding 40 percent of the value of 
such issuer’s total assets (exclusive of Government 
securities and cash items) on an unconsolidated basis. 
For purposes of Section 3(a)(3), the term ‘‘investment 
securities’ is defined to include all securities except 
Government securities, securities issued by employees’ 
securities companies, and securities issued by majority 
owned subsidiaries of the owner which are not 
investment companies. 


Applicant states that in September, 1971, it registered 
under the Act because it owned or proposed to acquire 
investment securities having a value in excess of 40 
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percent of its assets. It further states that as of April 28, 
1977, it did not own any investment securities and that 
its assets of $11,809, as of January 1, 1977, to the 
extent not expended, are held as cash and have not 
been otherwise invested. Applicant’s financial 
statements, submitted as an exhibit to the application, 
indicate that it had a federal income tax loss 
carryforward of approximately $262,900, of which 
$220,000 expired on June 30, 1977. 


According to the application, at a meeting of 
shareholders held on May 23, 1977, Applicant’s 
shareholders approved, inter alia,, the execution, 
delivery and performance of a reorganization 
agreement (‘‘Reorganization Agreement’’) whereby 
Applicant would acquire all of the outstanding stock of 
GS International Corporation (‘‘GSI’’) from the 
stockholders of GSI in exchange for an aggregate of 
1,106,117 shares of Applicant’s common stock, such 
stock to be issued after Applicant’s shareholders shall 
have approved, and Applicant shall have effectuated, a 
reverse stock split of its outstanding common stock on 
the basis of one share for each twenty shares presently 
outstanding. Applicant states that: (1) it had 5,530,585 
shares of common stock outstanding prior to such 
reverse stock split, and (2) upon the issuance of 
Applicant’s stock to the stockholders of GSI, the GSI 
stockholders will own approximately 80 percent of 
Applicant’s then outstanding shares. Although the 
proxy solicitation made in connection with the 
above-referenced meeting of Applicant’s shareholders 
stated that the deregistration of Applicant was a 
condition to the consummation of the reorganization 
with GSI, according to the application, all of the 
provisions of the Reorganization Agreement have been 
effectuated with the exception of the exchange of 
Applicant’s shares for all of the stock of GSI, which 
exchange will not take place unless an order 
deregistering Applicant is granted. 


Applicant states that GSI is a Connecticut corporation 
which was incorporated on May 6, 1976, and that the 
business activity of GSI consists of (1) the importation 
of consumer products into the United States for 
distribution and sale, such products at present being 
electronic calculators, LED watches and smoke 
detectors, and (2) the sale of materials, such as 
integrated circuits, LED displays and other 
semi-conductor items to foreign assemblers outside the 
United States. With respect to the importing of 
consumer products, Applicant states that GSI has 
entered into a marketing agreement with Minerva 
Distributors, Ltd. of Thailand (‘‘Minerva’’) under the 
terms of which GSI acts as the exclusive distributor for 
all consumer type electronic products manufactured or 
assembled by Minerva and that, in addition, GSI makes 
direct sales of products as principal. Applicant further 
states that (1) for the period ended February 28, 1977, 
transactions with Minerva accounted for approximately 
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59 percent of the total sales of GSI, (2) Minerva also 
purchases from GSI material used by Minerva in the 
assembly of consumer products, and (3) substantially 
all of GSI’s sales of materials to foreign assemblers are 
to Minerva. According to the application, GSI has 
established a subsidiary corporation operating in 
Singapore which will be selling in local markets many of 
the same products being sold by GS! in the United 
States. 


Applicant states that GSI has 25 full-time employees, 
including its president, Eric Tang, its vice-president, 
Robert C.Leng, and assembly and supervisory 
personnel. It states also that for the period June 3, 1976 
through February 28, 1977, GSI had sales of $908,921, 
commissions earned of $25,000, and interest income of 
$673, which after expenses of the company amounted to 
net income before federal income tax of $103,836. 
Applicant states that as of February 28, 1977, GSI had 
(1) assets of $576,542.50, consisting primarily of 
$257,325 in inventory and $246,820.42 in accounts 
receivable, (2) current liabilities of $346,347.56, (3) 
long-term loan payable of $22,500, and (iv) 
stockholder’s equity of $207,694.94. 


Notwithstanding the provisions of Section 3(a)(3) of the 
Act, summarized above, Section 3(b)(1) of the Act 
excludes from the definition of investment company 
any issuer primarily engaged, directly or through a 
wholly-owned subsidiary or subsidiaries, in a business 
or businesses other than that of investing, reinvesting, 
owning, holding or trading in securities. 


Applicant submits that it owns no investment securities 
and that upon the consummation of the exchange of 
Applicant’s stock for GSI stock, GSI will become a 
wholly-owned subsidiary of Applicant. It further 
submits that GSI is actively engaged in the business of 
importing and distributing consumer products and the 
sale of electronic components to assemblers outside the 
United States, and that such facts indicate that upon 
consummation of the proposed reorganization, 
Applicant, through its wholly-owned subsidiary GSI, 
will be actively engaged in such business. Applicant 
states that since January 31, 1977, it has not engaged in 
any business other than actions taken to carry out the 
Reorganization Agreement. 


Section 8(f) of the Act provides, in part, that where the 
Commission, upon application, finds that a registered 
investment company has ceased to be an investment 
company, it shall so declare by order and that, upon the 
taking effect of such order, the registration under the 
Act of such company shall cease to be in effect. Section 
8(f) further provides that, if necessary for the protection 
of investors, such an order may be made upon 
appropriate conditions. 





Applicant has requested an order of the Commission 
pursuant to Section 8(f) of the Act declaring that it has 
ceased to be an investment company, and has agreed 
that such order may be conditioned upon: (1) an 
undertaking to retain Applicant’s records for a period of 
five years from the date an order deregistering 
Applicant is issued, and (2) consummatior of the 
reorganization with GSI. 


NOTICE IS FURTHER GIVEN that any interested 
person may, not later than September 16, 1977, at 5:30 
P.M., submit to the Commission in writing a request 
for a hearing on this matter accompanied by a 
statement as to the nature of his interest, the reason for 
such request, and the issues, if any, of fact or law 
proposed to be controverted, or he may request that he 
be notified if the Commission shall order a hearing 
thereon. Any such communication should be 
addressed: Secretary, Securities and Exchange 
Commission, Washington, D.C. 20549. A copy of such 
request shall be served personally or by mail upon the 
Applicant at the address stated above. Proof of such 
service (by affidavit or, in case of an attorney-at-law, by 
certificate) shall be filed contemporaneously with the 
request. As provided by Rule 0-5 of the Rules and 
Regulations promulgated under the Act, an order 
disposing of the matter will be issued as of course 
following said date unless the Commission thereafter 
orders a hearing upon request or upon the 
Commission’s own motion. Persons who request a 
hearing or advice as to whether a hearing is ordered 
will receive any notices and orders issued in this 
matter, including the date of the hearing (if ordered) 
and any postponements thereof. 


For the Commission, by the Division of Investment 
Management, pursuant to delegated authority. 


George A. Fitzsimmons 
Secretary 





INVESTMENT COMPANY ACT OF 1940 
Release No. 9904/August 24, 1977 


In the Matter of 
MASSACHUSETTS INVESTORS TRUST 


MASSACHUSETTS INVESTORS GROWTH STOCK 
FUND, INC. 


MASSACHUSETTS INCOME DEVELOPMENT 
FUND, INC. 


MASSACHUSETTS CAPITAL DEVELOPMENT 
FUND, INC. 


MASSACHUSETTS FINANCIAL DEVELOPMENT 
FUND, INC. 


MASSACHUSETTS FINANCIAL BOND FUND, INC. 
MASSACHUSETTS FINANCIAL SERVICES, INC. 
AND 


MASSACHUSETTS FINANCIAL SERVICES COM- 
PANY 

200 Berkeley Street 

Boston, Massachusetts 02116 


(812-4072) 


ORDER PURSUANT TO SECTION 11(a) OF THE ACT 
AND PURSUANT TO SECTION 6(c) OF THE ACT 
GRANTING EXEMPTION FROM SECTION 22(d) OF 
THE ACT. 


On July 20, 1977, notice was given (investment 
Company Act Release No. 9860) of an application filed 
on December 27, 1976, by Massachusetts Investors 
Trust, Massachusetts Investors Growth Stock Fund, 
Inc., Massachusetts Income Development Fund, Inc., 
Massachusetts Capital Development Fund, Inc., 
Massachusetts Financial Development Fund, Inc., 
Massachusetts Financial Bond Fund, Inc. (collectively, 
‘*Funds’’), each of which is registered under the 
Investment Company Act of 1940 (the ‘‘Act) as'a 
diversified, open-end, management investment com- 
pany, and Massachusetts Financial Services, Inc., 
principal underwriter of the Funds, in which the 
successor to Massachusetts Financial Services, Inc., 
Massachusetts Financial Services Company (‘‘MFS’’) 
has joined (MFS together with the Funds are 
hereinafter referred to as ‘‘Applicants’’), requesting an 
order of the Commission: (1) pursuant to Section 11 (a) 
of the Act permitting Applicants to offer shares of the 
Funds in exchange for shares of MFS Managed 
Municipal Bond Trust, registered under the Act as a 
diversified, open-end, management investment com- 
pany, on a basis other than their relative net asset 
values per share, and (2) pursuant to Section 6(c) of the 
Act exempting Applicants from the provisions of 
Section 22(d) of the Act in connection with such 
exchanges. 


The notice gave interested persons an opportunity to 
request a hearing and stated that an order disposing of 
the application would be issued as of course unless a 
hearing should be ordered. No request for a hearing 
has been filed, and the Commission has not ordered a 
hearing. 
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The matter having been considered, it is found that the 
granting of the application is appropriate in the public 
interest and consistent with the protection of investors 
and the purposes fairly intended by the policy and 
provisions of the Act. Accordingly, 


IT 1S ORDERED, pursuant to Section 11(a) of the Act, 
that the proposed exchange offer be, and hereby is, 
approved. 


IT |S FURTHER ORDERED, pursuant to Section 6(c) of 
the Act, that the application for exemption from Section 
22(d) of the Act, to the extent requested, be and hereby 
is, granted, effective forthwith. 


For the Commission, by the Division of Investment 
Management, pursuant to delegated authority. 


George A. Fitzsimmons 
Secretary 





INVESTMENT COMPANY ACT OF 1940 
Release No. 9905/ August 24, 1977 


In the Matter of 


FIRST KANSAS FINANCIAL, INC. 
c/o Central National Bancshares, Inc. 
Locust at Sixth Avenue 

Des Moines, lowa 50309 


(811-1183) 


ORDER PURSUANT TO SECTION 8(f) OF THE ACT 
DECLARING THAT APPLICANT HAS CEASED TO 
BE AN INVESTMENT COMPANY 


On July 14, 1977, a notice was issued (Investment 
Company Act Release No. 9848) of an application filed 
on May 31, 1977, and of an amendment thereto on June 
29, 1977, by First Kansas Financial, Inc. (now Central 
National Bancshares, Inc.) (‘‘Applicant’’), registered 
under the Investment Company Act of 1940 (‘‘Act’’) as 
a face-amount certificate company, for an order of the 
Commission declaring that Applicant has ceased to be 
an investment company as defined in the Act. 


The notice gave interested persons an opportunity to 
request a hearing and stated that unless a hearing 
should be ordered, an order disposing of the application 
would be issued upon notification, by amendment to 
the application, that (1) a merger between Applicant 
and Central National Bancshares, Inc. was consum- 
mated substantially in accordance with an Agreement 
and Plan of Reorganization which was filed as an 
exhibit to the application; and (2) certain assets had 
been transferred from the Applicant to a newly formed 
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subsidiary, FKF, Inc., which was to assume all of the 
obligations of the Applicant to its face-amount 
certificate holders. On August 16, 1977, Applicant filed 
such an amendment to its application. No request for a 
hearing has been filed and the Commission has not 
ordered a hearing. 


The matter having been considered, it is found that 
Applicant has ceased to be an investment company. 
Accordingly, 


IT IS ORDERED, pursuant to Section 8(f) of the Act, 
that the registration of First Kansas Financial, Inc. 
(now Central National Bancshares, Inc.) under the Act 
shall forthwith cease to be in effect. 


For the Commission, by the Division of Investment 
Management, pursuant to delegated authority. 


George A. Fitzsimmons 
Secretary 





INVESTMENT COMPANY ACT OF 1940 
Release No. 9906/ August 24, 1977 


In the Matter of 


HARTFORD VARIABLE ANNUITY LIFE INSURANCE 
COMPANY 


HARTFORD VARIABLE ANNUITY LIFE INSURANCE 
COMPANY 


DC VARIABLE ACCOUNT-I! 


HARTFORD FUND, INCORPORATED 
Hartford Plaza 
Hartford, Connecticut 06115 


and 


AXE SECURITIES CORPORATION 
400 Benedict Avenue 
Tarrytown, New York 10591 


(812-4135) 


ORDER PURSUANT TO SECTION 6(c) OF THE ACT 
GRANTING EXEMPTION FROM THE PROVISIONS 
OF SECTIONS 12(d)(1), 26(a)(3) AND 27(c)(2), AND 
ORDER PURSUANT TO SECTION 11 OF THE ACT 
APPROVING AN OFFER OF EXCHANGE AND 
ORDER PURSUANT TO SECTION 9(c) OF THE ACT 
GRANTING EXEMPTION FROM SECTION 9Q(a) 





Hartford Variable Annuity Life Insurance Company 
(‘“‘HVA’’), a stock life insurance company organized 
under the laws of the State of Connecticut; Hartford 
Variable Annuity Life Insurance Company DC Variable 
Account-II (‘‘DC-II’’), a separate account of HVA, 
registered as a unit investment trust under the 
Investment Company Act of 1940 (‘‘Act’’); Hartford 
Fund, Incorporated (‘‘Fund’’), a management 
open-end diversified investment company registered 
under: the Act; and Axe Securities Corporation 
(‘‘Axe’’), a Delaware corporation registered as a 
broker-dealer under the Securities Exchange Act of 
1934, sponsor-depositor and principal underwriter of 
DC-II, (collectively ‘‘Applicants’’) filed an Application 
on May 16, 1977 and an amendment thereto on July 20, 
1977, pursuant to Section 6(c) of the Act for an order 
exempting Applicants from the provisions of Sections 
12(d)(1), 26(a)(2), 27(a)(3) and 27(c)(2), to the extent 
requested, and pursuant to Section 11 of the Act for an 
order approving an offer of exchange and for an order 
pursuant to Section 9(c) of the Act for exemption from 
Section 9(a). 


On July 22, 1977, the Commission issued a notice of the 
filing of the application (Investment Company Act 
Release No. 9867). The notice gave interested persons 
an opportunity to request a hearing and stated that an 
order disposing of the application would be issued as of 
course, unless a hearing should be ordered. No request 
for a hearing has been filed, and the Commission has 
not ordered a hearing. 


The matter having been considered, it is found that the 
granting of the requested order and exemption is 
appropriate in the public interest and consistent with 
the protection of investors and the purposes fairly 
intended by the policy and provisions of the Act. 
Accordingly, 


IT IS ORDERED, pursuant to Section 6(c) of the Act, 
that the application for exemption from Sections 
12(d(1), 26(a)(2), 27(a)(3), and 27(c)(2) of the Act, to the 
extent requested, be and hereby is, granted effective 
forthwith, and 


IT IS FURTHER ORDERED, pursuant to Section 11 of 
the Act, that the proposed exchange offer be approved, 
and 


IT IS FURTHER ORDERED, pursuant to Section 9(c) of 
the Act that the application for exemption from Section 
9(a) of the Act, to the extent requested, be, and hereby 
is, granted, effective forthwith. 


By the Commission 


George A. Fitzsimmons 
Secretary 


INVESTMENT COMPANY ACT OF 1940 
Release No. 9907/ August 24, 1977 


In the Matter of 


HARTFORD VARIABLE ANNUITY LIFE INSURANCE 
COMPANY 


HARTFORD VARIABLE ANNUITY LIFE INSURANCE 
COMPANY 


DC VARIABLE ACCOUNT-! 


HARTFORD FUND, INCORPORATED 
Hartford Plaza 
Hartford, Connecticut 06115 


and 


AXE SECURITIES CORPORATION 
400 Benedict Avenue 
Tarrytown, New York 10591 


(812-4096) 


ORDER PURSUANT TO SECTION 6(c) OF THE ACT 
GRANTING EXEMPTION FROM THE PROVISIONS 
OF SECTIONS 12(d)(1), 22(d), 26(a)(2), 27(a)(3) and 
27(c)(2), AND ORDER PURSUANT TO SECTION 11 
OF THE ACT APPROVING AN OFFER OF 
EXCHANGE AND ORDER PURSUANT TO SECTION 
9(c) OF THE ACT GRANTING EXEMPTION FROM 
SECTION 9(a) 


Hartford Variable Annuity Life Insurance Company 
(‘“‘HVA’’), a stock life insurance company organized 
under the laws of the State of Connecticut; Hartford 
Variable Annuity Life Insurance Company DC Variable 


Account-! (‘‘DC-I’’), a separate account of HVA, 
registered as a unit investment trust under the 
Investment Company Act of 1940 (‘‘Act’’); Hartford 
Fund, Incorporated (‘‘Fund’’), a management 
open-end diversified investment company registered 
under the Act; and Axe Securities Corporation 
(‘‘Axe’’), a Delaware corporation registered as a 
broker-dealer under the Securities Exchange Act of 
1934, sponsor-depositor and principal underwriter of 
DC-I, (collectively ‘‘Applicants) filed an Application on 
February 27, 1977 and amendments thereto on May 16 
and July 20, 1977, pursuant to Section 6(c) of the Act for 
an order exempting Applicants from the provisions of 
Sections 12(d)(1), 22(d), 26(a)(2), 27(a)(3) and 27(c)(2), 
to the extent requested, and pursuant to Section 11 of 
the Act for an order approving an offer of exchange and 
for an order pursuant to Section 9(c) of the Act for 
exemption from Section 9(a). 


On July 22, 1977, the Commission issued a notice of the 
filing of the application (Investment Company Act 
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Release No. 9866). The notice gave interested persons 
an opportunity to request a hearing and stated that an 
order disposing of the application would be issued as of 
course, unless a hearing should be ordered. No request 
for a hearing has been filed, and the Commission has 
not ordered a hearing. 


The matter having been considered, it is found that the 
granting of the requested order and exemption is 
appropriate in the public interest and consistent with 
the protection of investors and the purposes fairly 
intended by the policy and provisions of the Act. 
Accordingly, 


IT IS ORDERED, pursuant to Section 6(c) of the Act, 
that the application for exemption from Sections 
12(d)(1), 22(d), 26(a)(2), 27(a)(3), and 27(c)(2) of the 
Act, to the extent requested, be and hereby is, granted 
effective forthwith, and 


IT IS FURTHER ORDERED, pursuant to Section 11 of 
the Act, that the proposed exchange offer be approved, 
and 


IT IS FURTHER ORDERED, pursuant to Section 9(c) of 
the Act that the application for exemption from Section 
9(a) of the Act, to the extent requested, be, and hereby 
is, granted, effective forthwith. 


By the Commission 


George A. Fitzsimmons 
Secretary 





INVESTMENT COMPANY ACT OF 1940 
Release No. 9908/ August 24, 1977 


In the Matter of 


HARTFORD VARIABLE ANNUITY LIFE INSURANCE 
COMPANY 


HARTFORD VARIABLE ANNUITY LIFE INSURANCE 
COMPANY 


QP VARIABLE ACCOUNT 
HARTFORD FUND, INCORPORATED 
Hartford Plaza 

Hartford, Connecticut 06115 

and 

AXE SECURITIES CORPORATION 
400 Benedict Avenue 

Tarrytown, New York 10591 
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(812-4097) 


ORDER PURSUANT TO SECTION 6(c) OF THE ACT 
GRANTING EXEMPTION FROM THE PROVISIONS 
OF SECTIONS 12(d)(1), 22(d), 22(e), 26(a)(2), 27(a)(3), 
27(c)(1), 27(c)(2( and 27(d), AND ORDER PURSUANT 
TO SECTION 11 OF THE ACT APPROVING AN 
OFFER OF EXCHANGE, AND ORDER PURSUANT 
TO SECTION 9(c) OF THE ACT GRANTING 
EXEMPTION FROM SECTION 9(a). 


Hartford Variable Annuity Life Insurance Company 
(‘‘HVA’’), a stock life insurance company organized 
under the laws of the State of Connecticut; Hartford 
Variable Annuity Life Insurance Company QP Variable 
Account (‘‘HVA-QP-VA’’), a separate account of HVA, 
registered as a unit investment trust under the 
Investment Company Act of 1940 (‘‘Act’’); Hartford 
Fund, Incorporated (‘‘Fund’’), a management 
open-end diversified investment company registered 
under the Act; and Axe Securities Corporation 
(‘‘Axe’’), a Delaware corporation registered as a 
broker-dealer under the Securities Exchange Act of 
1934, sponsor-depositor and principal underwriter of 
HVA-QP-VA, (collectively ‘‘Applicants’’) filed an 
Application on February 27, 1977 and amendments 
thereto on June 9 and June 30, 1977, pursuant to 
Section 6(c) of the Act for an order exempting 
Applicants from the provisions of Sections 12(d)(1), 
22(d), 22(e), 26(a)(2), 27(a)(3), 27(c)(1), 27(c)(2) and 


27(d), to the extent requested, and pursuant to Section 
11 of the Act for an order approving a certain offer of 
exchange and for an order pursuant to Section 9(c) of 
the Act for exemption from Section 9(a). 


On July 20, 1977, the Commission issued a notice of the 
filing of the application (Investment Company Act 
Release No. 9859). The notice gave interested persons 
an opportunity to request a hearing and stated that an 
order disposing of the application would be issued as of 
course, unless a hearing should be ordered. No request 
for a hearing has been filed, and the Commission has 
not ordered a hearing. 


The matter having been considered, it is found that the 
granting of the requested order and exemption is 
appropriate in the public interest and consistent with 
the protection of investors and the purposes fairly 
intended by the policy and provisions of the Act. 
Accordingly, 


IT 1S ORDERED, pursuant to Section 6(c) of the Act, 
that the application for exemption from Sections 
12(d)(1), 22(d), 22(e), 26(a)(2), 27(a)(3), 27(c)(1), 
27(c)(2) and 27(d) of the Act, to the extent requested, 
be and hereby is, granted effective forthwith, and 


IT IS FURTHER ORDERED, pursuant to Section 11 of 
the Act, that the proposed exchange offer be approved, 
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and 


IT iS FURTHER ORDERED, pursuant to Section 9(c) of 
the Act that the application for exemption from Section 
9(a) of the Act, to the extent requested, be, and hereby 
is, granted, effective forthwith. 


By the Commission 


George A. Fitzsimmons 
Secretary 





INVESTMENT COMPANY ACT OF 1940 
Release No. 9909/ August 24, 1977 


In the Matter of 


J.P. CABOT SHORT-TERM FUND, INC. 
104 South Central Avenue 
Valley Stream, New York 11580 


(811-2484) 


NOTICE OF FILING OF APPLICATION PURSUANT 
TO SECTION 8(f) OF THE ACT FOR AN ORDER 
DECLARING THAT APPLICANT HAS CEASED TO 
BE AN INVESTMENT COMPANY 


NOTICE IS HEREBY GIVEN that the J.P. Cabot 
Short-Term Fund, Inc. (‘‘Applicant’’), an open-end, 
non-diversified, management investment company 
registered under the Investment Company Act of 1940 
(‘‘Act’’), filed an application on July 25, 1977, pursuant 
to Section 8(f) of the Act for an order of the Commission 
declaring that Applicant has ceased to be an investment 
company as defined in the Act. All interested persons 
are referred to the application on file with the 
Commission for a statement of the facts and 
representations contained therein, which are sum- 
marized below. 


Applicant states that it was organized as a Maryland 
corporation on April 29, 1974 and registered under the 
Act by filing a Notification of Registration Form N-8A 
with the Commission on May 1, 1974. It further states 
that its shareholders on October 22, 1976 voted to adopt 
a plan of liquidation and dissolution, and that, pursuant 
to such plan, a liquidating dividend equal to $1.00 per 
share was paid to its shareholders who had not 
redeemed prior to that date. Applicant represents that 
it presently has no assets and no shareholders. 


Section 8(f) of the Act provides, in part, that when the 
Commission, upon application, finds that a registered 
investment company has ceased to be an investment 
company, it shall so declare by order, and’ upon the 








effectiveness of such order the registration of such 
company shall cease to be in effect. 


NOTICE IS FURTHER GIVEN that any interested 
person may, not later than September 19, 1977, 
at 5:30 p.m., submit to the Commission in writing 
a request for a hearing on the matter accompanied by a 
statement as to the nature of his interest, the reason for 
such request, and the issues, if any, of fact or law 
proposed to be controverted, or he may request that he 
be notified if the Commission shall order a hearing 
thereon. Any such communication should be 
addressed: Secretary, Securities and Exchange 
Commission, Washington, D.C. 20549. A copy of such 
request shall be served personally or by mail upor: 
Applicant at the address stated above. Proof of suc! 
service (by affidavit or, in the case of @1 
attorney-at-law, by certificate) shall be filed 
contemporaneously with the request. As provided dy 
Rule 0-5 of the Rules and Regulations promulgated 
under the Act, an order disposing of the application will 
be issued as of course following said date unless the 
Commission thereafter orders a hearing upon request 
or upon the Commission’s own motion. Persons who 
request a hearing, or advice as to whether a hearing is 
ordered, will receive any notices and orders issued in 
this matter, including the date of the hearing (if 
ordered) and any postponements thereof. 


For the Commission, by the Division of Investment 
Management, pursuant to delegated authority. 


George A. Fitzsimmons 
Secretary 





INVESTMENT COMPANY ACT OF 1940 
Release No. 9910/ August 24, 1977 


In the Matter of 


NORTH RIVER SECURITIES CO., INC. 
595 Madison Avenue 
New York, New York 10022 


(812-4087) 


NOTICE OF FILING OF APPLICATION PURSUANT 
TO SECTION 17(b) OF THE ACT FOR AN ORDER 
EXEMPTING PROPOSED TRANSACTION FROM 
SECTION 17(a) OF THE ACT 


NOTICE IS HEREBY GIVEN that North River 
Securities Co., Inc. (‘‘Applicant’’), a non-diversified, 
closed-end management investment company reg- 
istered under the Investment Company Act of 1940 (the 
‘*Act’’), filed an application on January 27, 1977, and 
an amendment thereto on August 8, 1977, for an order 
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pursuant to Section 17(b) of the Act exempting certain 
transactions proposed to be entered into by Applicant 
from the provisions of Section 17(a) of the Act. All 
interested persons are referred to the application which 
is on fiie with Commission for a statement of the 
representations contained therein, which are sum- 
marized below. 


Applicant entered into an agreement dated as of 
November 3, 1976 (the ‘‘Purchase Agreement’’) with 
Hyman Katz (‘‘Katz’’) providing for the sale by 
Applicant to Katz of 60,000 shares (the ‘‘Shares’’) of 
the Common Stock of Plant Industries, Inc., a Delaware 
corporation (‘‘Plant’’). The closing of such sale is 
conditioned upon the issuance of an order by the 
Commission to the effect that the proposed transaction 
is exempt from the provisions of Section 17(a) of the 
Act. The purchase price for the Shares is $6.50 per 
share or $390,000 in the aggregate, which will be 
evidenced by a note to be issued by Katz for $390,000 
dated as of November 3, 1976, which note will provide 
for payment of one half of the principal amount one 
year after the closing date under the Purchase 
Agreement (‘‘Closing Date’’) and the remainder two 
years after the Closing Date and will bear interest 
commencing on November 3, 1976 at a floating rate 
equal to the prime rate of Citibank, New York, as in 
effect from time to time, but not less than 7%. 


To secure payment of the aforesaid note, Katz will 
pledge the Shares and an additional 60,000 shares 
currently owned by him (collectively, the ‘‘Pledged 
Shares’’) to Applicant pursuant to the terms of a pledge 
agreement which will be entered into on the Closing 
Date. Pursuant to the terms of the pledge agreement, 
Katz will pledge additional shares of Plant to the extent 
that the ‘‘market value’’, as defined in the pledge 
agreement, become less than 200% of the outstanding 
principal amount of the note. Katz will pay the 
expenses incidental to the preparation and carrying out 
of the Purchase Agreement to a maximum of $5,000. 
Applicant will pay any expenses over such amount. 


Plant has agreed with Applicant that in the event Katz 
defaults on the note and Applicant becomes the owner 
of the Pledged Shares, Plant will extend to the 
additional 60,000 Pledged Shares and any additional 
Plant shares pledged pursuant to the pledge agreement 
and maintain with respect to such shares certain 
registration rights under the Securities Act of 1933 
previously held by Applicant. 


Sections 17(a)(2) and 17(a)(3) of the Act, in pertinent 
part, prohibit and affiliated person of an affiliated 
person of a registered investment company from 
knowingly selling to or purchasing from such registered 
investment company any security (other than certain 
excepted securities not herein involved) or borrowing 
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money or other property from such registered 
investment company. Section 17(b) of the Act provides, 
however, that the Commission, upon application, may 
exempt a transaction from the provisions of Section 
17(a) if evidence establishes that the terms of the 
proposed transaction, including the consideration to be 
paid, are reasonable and fair and do not involve any 
overreaching on the part of any person concerned and 
that the proposed transaction is consistent with the 
policy of each registered investment company and with 
the general purposes of the Act. 


Section 2(a)(3) of the Act includes within the definition 
of an ‘‘affiliated person’’ of another person any person 
owing 5% or more of the outstanding voting securities 
of such other person, any person 5% or more of whose 
outstanding voting securities are owned by such other 
person, and any officer or director of such other person. 
Section 2(a)(28) of the Act includes ‘‘a company’’ 
within the definition of a ‘‘person’’. 


Without taking into account the proposed sale to Katz, 
Applicant owns 349,700 shares of Common Stock of 
Plant, or approximately 12.2% of its outstanding 
Common Stock. Thus Plant is an affiliated person of 
Applicant. Similarly, without taking into account such 
proposed sale, Katz owns of record and beneficially 
324,948 shares of Common Stock of Plant or 
approximately 11.3% of its outstanding Common Stock. 
Katz is also Chairman of the Board and Chief Executive 
Officer of Plant. Katz is thus an affiliated person of 
Plant and thereby an affiliated person of an affiliated 
person of Applicant. 


Based upon the foregoing, the proposed sale of the 
Shares to Katz pursuant to the Purchase Agreement 
might be deemed to be in violation of Sections 17(a)(2) 
and 17(a)(3) of the Act. Accordingly, Applicant 
requests an order of the Commission pursuant to 
Section 17(b) of the Act premitting Applicant to sell 
Katz the Shares in accordance with the provisions of the 
Purchase Agreement and permitting the pledge by 
Katz of the Plant shares to Applicant to secure the note 
evidencing the purchase price for the shares. 


The applications states that because of Applicant’s 
substantial equity interest in Plant, it has a significant 
interest in the management of such company and 
Applicant believes that it is desirable to provide added 
incentive to the Chief Executive Officer of Plant 
through giving him the opportunity to purchase 
additional shares of common stock of the company 
which he manages. The application further states that 
such desirability is enhanced by the fact that Appticant 
will derive a cash profit as a result of the transaction 
based upon an average cost to Applicant of $6.00 per 
share of all of the shares of Plant held by Applicant. On 
November 3, 1976, the date this sale was agreed upon, 








the last reported sale price of a share of Plant on the 
American Stock Exchange was $7.00. Although the 
market price was slightly higher than the $6.50 price to 
Katz, the application states that the Shares which 
Applicant is selling to Katz are unregistered shares and 
could not have been sold in the open market. 


Applicant represents that to its knowledge there are no 
other agreements relating to securities of Plant nor are 
there any material business relationships in each case 
between Katz and Applicant or any of its officers, 
directors or 5% stockholders other than as disclosed in 
the application. 


Applicant contends that the terms of the proposed 
transaction are fair and reasonable and do not involve 
overreaching on the part of any person concerned, and 
that the transaction is consistent with it policies and 
with the general policies, provisions and purposes of 
the Act. 


NOTICE IS FURTHER GIVEN that any interested 
person may, not later than September 19, 1977, at 5:30 
p.m., submit to the Commission in writing a request for 
a hearing on the matter accompanied by a statement as 
to the nature of his interest, the reason for such 
request, and the issues, if any, of fact or law proposed 
to be controverted, or he may request that he be 
notified if the Commission shall order a hearing 
thereon. Any such communication should be addressed: 
Secretary, Securities and Exchange Commission, 
Washington, D.C. 20549. A copy of such request shall 
be served personally or by mail upon Applicant(s) at the 
address(es) stated. above. Proof of such service (by 
affidavit, or in case of an attorney-at-law, by certificate) 
shall be filed contemporaneously with the request. As 
provided by Rule 0-5 of the Rules and Regulations 
promulgated under the Act, an order disposing of the 
appication will be issued as of course following said 
date unless the Commission thereafter orders a hearing 
upon request or upon the Commission’s own motion. 
Persons who request a hearing, or advice as to whether 
a hearing is ordered, will receive any notices and orders 
issued in this matter, including the date of the hearing 
(if ordered) and any postponements thereof. 


For the Commission, by the Division of Investment 
Management, pursuant to delegated authority. 


George A. Fitzsimmons 
Secretary 





INVESTMENT COMPANY ACT OF 1940 
Release No. 9911/August 25, 1977 


In the Matter of 


CONNECTICUT GENERAL LIFE INSURANCE COM- 
PANY 


CG VARIABLE ANNUITY ACCOUNT | 


CG VARIABLE ANNUITY ACCOUNT II 
and 


CG EQUITY SALES COMPANY 
900 Cottage Grove Road 
Bloomfield, Connecticut 06115 


(812-4144) 


ORDER PURSUANT TO SECTION 6(c) OF THE ACT 
GRANTING EXEMPTION FROM THE PROVISIONS 
OF SECTIONS 22(e), 27(c)(1), 27(d), AND 27(a)(3) OF 
THE ACT 


Connecticut General Life Insurance Company (‘‘CG 
Life’), a Connecticut stock life insurance company, CG 
Variable Annuity Account | (‘‘VAA-I’’) and CG 
Variable Annuity Account II (‘‘VA-II’’), separate 
accounts of CG Life registered under the Investment 
Company Act of 1940 (‘‘Act’’) as unit investment 
trusts, and CG Equity Sales Company (‘‘Equity 
Sales’), the principal underwriter for VAA-| and 
VAA-II (hereinafter collectively referred to as 
‘*Applicants’’), filed an application on June 8, 1977, 
pursuant to Section 6(c) of the Act for an order 
exempting Applicants from the provisions of Sections 
22(e), 27(c)(1), 27(d) and 27(a)(3) of the Act to the 
extent necessary to permit complaince by Applicants 
with certain provisions of the Education Code of the 
State of Texas, to permit a reduction in sales load where 
contributions consist of proceeds payable under 
insurance contracts issued by CG life and to permit a 
variance in sales load based upon a schedule of quantity 
discounts. 


On July 29, 1977, the Commission issued a notice 
(Investment Company Act Release No. 9874) of the 
filing of the application. The notice gave interested 
persons an opportunity to request a hearing and stated 
that an order disposing of the application would be 
issued as of course unless a hearing should be ordered. 
No request for a hearing has been filed, and the 
Commission has not ordered a hearing. 


The matter has been considered, and it has been found 
that the granting of the application is appropriate in the 
public interest and: consistent with the protection of 
investors and the purposes fairly intended by the policy 
and provisions of the Act. Accordingly, 


IT IS ORDERED, pursuant to Section 6(c) of the Act, 
that the application for exemption from the provisions 
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of Sections 22(e), 27(c)(1), 27(d) and 27(a)(3) of the Act 
to the extent necessary to permit compliance with 
certain provisions of the Education Code of the State of 
Texas as it would apply to variable annuity contracts 
issued subsequent to the date of the requested order, to 
permit a reduction in sales load where contributions 
consist of proceeds payable under insurance contracts 
issued by CG Life and to permit a variance in sales load 
based upon a schedule of quantity discounts, be, and 
hereby is, granted, effective forthwith. 


For the Commission, by the Division of Investment 
Management, pursuant to delegated authority. 


George A. Fitzsimmons 
Secretary 








LITIGATION 





Litigation Release No. 8075/August 22, 1977 


U.S. v. HARRY E. NILES, ET AL. (USDC, District of 
Texas, Dallas Division, CR-3-77-15) 


Ken Mighell, United States Attorney for the Northern 


District of Texas Robert H. Davenport and Richard M. 
Hewitt, Administrators of the Denver and Fort Worth 
Regional Offices of the Securities and Exchange 
Commission, respectively, today announced that on 
July 29, 1977 the Honorable Sarah T. Hughes, Judge, 
sentenced William B. Clark, Dallas, Texas, to 
confinement in a jail type institution for a period of two 
months and probation for a period of two years, ten 
months. Such sentence was imposed upon a plea of 
guilty to Count 2 of an information charging misprision 
of a felony. Additionally, Clark was fined $5,000 on his 
plea of guilty to Count 1 of the information charging 
fraud in the purchase and sale of securities without 
knowledge. 


For further information see Litigation Release No. 
7778. 





Litigation Release No. 8076/August 22, 1977 


SEC v. ROYAL AMERICAN CHINCHILLA, INC., et al., 
(U.S.D.C., D. KANSAS, Civil Action No. 77-2176) 


Robert H. Davenport, Administrator of the Denver 
Regional Office of the Securities and Exchange 
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Commission announced that on August 8, 1977, the 
Honorable Earl E. O’Connor, United States District 
Judge for the District of Kansas at Kansas City, Kansas 
signed an Order of Permanent Injunction against and 
consented to by Charles E. Stites of Kansas City, 
Kansas, enjoining him from violating the registration 
and antifraud provisions of the federal securities laws 
in the offer and sale of securities, namely investment 
contracts and/or evidences of indebtedness involving 
chinchilla breeding programs offered by Royal 
American Chinchilla, Inc. of Kansas City, Kansas, or 
any other issuer. Charles Stites consented to the Final 
Judgment of Permanent Injunction without admitting 
or denying the allegations of the Complaint filed by the 
Securities and Exchange Commission on July 5, 1977. 





Litigation Release No. 8077/August 22, 1977 
SEC v. National Student Marketing Corporation, et al. 
Civil Action No. 225-72, M.D.L. No. 105 (D.D.C.) 


The Securities and Exchange Commission announced 
today that it had settled its action against Cortes W. 
Randell, Roger O. Walther and Donald Fergusson, 
three defendants in the National Student Marketing 
Corporation (“NSMC’”) litigation, with respect to which 
the Commission’s complaint for injunctive and other 
relief was filed on February 3, 1972. See text of 
complaint in SEC v. NSMC, et al., Civil Action 225-72 
(D.D.C), at CCH Federal Securities Law Reporter, Para. 
93,360 (1972). 


Separate Judgments of Permanent Injunction have 
been entered against Randell, Walther and Fergusson 
in the United States District Court for the District of 
Columbia. Each of the said three defendants 


.consented to entry of the Judgment against him 


without admitting or denying the allegations of the 


-Commission’s complaint. 


The complaint alleged participation in varying degrees 
by Randell, Fergusson and Walther, among others, in 
anti-fraud, reporting and proxy violations in connection 
with NSMC’s operations, largely prior to 1970. In 
substance, Randell, Fergusson and Walther were 
charged with participation in the dissemination of false 
and misleading financial information about NSMC and 
participating i the fraudulent acquisition by NSMC of 
numerous companies. 


The Judgment of Permanent Injunction against Randell 
was entered on January 25, 1977. On December 27, 
1974, a judgment of criminal conviction was entered 
against Randell in the United States District Court for 





the Southern District of New York based upon his plea 
of guilty to four counts in a criminal indictment 
pertaining to facts which also underlay the 
Commission’s injunctive action. At relevant times, 
Randell served as NSMC’s President. 


The individual Judgments of Permanent Injunction 
against Walther and Fergusson were both entered on 
May 16, 1977. Walther became a director of NSMC in 
February 1969 and served as an Executive Vice 
President and Chief Operating Officer at relevant times 
thereafter into 1970. Walther also served as NSMC’s 
President and Chief Executive Officer for a brief period 
in early 1970. Fergusson joined NSMC in January 1968 
and served as a director and as an Executive Vice 
President thereof at relevant times thereafter until early 
1970. 





Litigation Release No. 8078/August 22, 1977 


SEC v. National Student Marketing Corp., et al. 


Civil Action No. 225-72, M.D.L. No. 105 (D.D.C.) 


The Securities and Exchange Commission announced 
today that it had settled its civil action against Anthony 
M. Natelli, a certified public accountant. On January 
25, 1977, a Judgment of Permanent Injunction was 
entered against Natelli in the United States District 
Court for the District of Columbia based upon a 
complaint for injunctive and other relief filed by the 
Commission on February 3, 1972, against National 
Student Marketing Corporation (“NSMC”), Natelli and 
others. See text of complaint at CCH Federal 
Securities Law Reporter Para. 93,360 (1972). The 
complaint alleged, among other things, various 
anti-fraud, reporting and proxy violations by Natelli in 
connection with the issuance of financial statements 
of NSMC in 1968 and 1969. Natelli consented to entry 
of the Judgment of Permanent Injunction without 
admitting or denying the allegations of the 
Commission’s complaint. 


In January, 1974, Natelli, among others, was indicted 
in the Southern District of New York with respect to 
certain of the events upon which the Commission’s 
civil injunctive action was based [Indictment 74 Crim. 
43 (S.D.N.Y.)]. Named in only one of the multiple 
counts in the indictment, Natelli was charged therein 
with violating Section 32(a) of the Securities Exchange 
Act of 1934 [15 U.S.C. § 78ff(a)] in that he was alleged 
to have made and caused to be made false and 
misleading statements with respect to material facts in 
a NSMC proxy statement dated September 27, 1969, 
and filed with the Commission in accordance with 


Section 14 of the 1934 Act [15 U.S.C. §78n]. He was 
found guilty by a jury and the conviction was affirmed 
on appeal. See United States v. Natelli, 527 F. 2d 311 
(2d Cir. 1975), cert. denied, 425 U.S. 934 (1976). Natelli 
made a subsequent motion to vacate the conviction 
which was denied on October 20, 1976, and is presently 
prosecuting an appeal from the denial of that motion in 
an effort to obtain a new trial. 





Litigation Release No. 8079/August 24, 1977 


Commonwealth v. Dennis H. Marshall 
(Circuit Court of Alexandria, Virginia; 
Criminal Docket #F-3095) 


William L. Cowhig, Commonwealth’s Attorney for 
Alexandria, Virginia, Lewis W. Brothers, Director, 
Securities Division of the Virginia State Corporation 
Commission and Paul F. Leonard, Administrator of the 
Washington Regional Office announced that on July 
28, 1977, Dennis H. Marshall of Washington, D.C. was 
sentenced to two months imprisonment and an 
additional four months suspended sentence and 
ordered to pay a $500 fine by the Honorable Donald H. 
Kent of the Circuit Court of Alexandria, Virginia. 
Marshall was also placed on three years probation. On 
May 12, 1977, Marshall pleaded guilty to both counts of 
a two count indictment charging the defendant with 
violations of the anti-fraud provisions of Virginia 
securities law in connection with his offer and sale of 
common stock and bonds of Producers and 
Consumers Cooperative Exchange. Marshall is a 
former Maryland state legislator. 


The indictment alleged that the defendant converted 
investors’ monies, contrary to representations to and 
without approval by investors. The indictment was 
based on information obtained in a joint investigation 
of this matter by the Commonwealth’s Attorney, the 
Virginia State Corporation Commission and the 
Securities and Exchange Commission. 


For further information, see Litigation Release Nos. 
7649 and 7940. 





Litigation Release No. 8080/August 24, 1977 


SEC v. FIRST LIBERTY CORPORATION, et al. 
(M. D. Fla., Civil Action No. 77-623-Civ.-T.H.) 


Jule B. Greene, Administrator of the Atlanta Regional 
Office, and William Nortman, Associate Regional 
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Administrator of the Miami Branch Office of the 
Securities and Exchange Commission jointly an- 
nounced that on August 17, 1977 the Commission filed 
a Complaint in the United States District Court for the 
Middle District of Florida seeking to preliminarily and 
permanently enjoin First Liberty Corporation (“FLC”), 
700 Westshore Corp. (‘“‘Westshore’’), Del DeWitt 
(“DeWitt”), Robert C. Johnson (“Johnson”), and 
Richard Lawrence (“Lawrence”), all of Tampa, Florida, 
from further violations of the registration and 
anti-fraud provisions of the Securities Act of 1933 and 
the Securities Exchange Act of 1934, in connection 
with the offer for sale, and sale of FLC securities. 


In particular, the Commission’s Complaint and moving 
papers allege that the defendants violated the 
registration and anti-fraud provisions in that the 
registration statement and prospectus used in 
connection with a public offering of FLC securities that 
occurred in 1974, among other things: a) falsely 
represented to the public that the FLC public offering 
was being made on a “minimum-maximum” basis, and 
that all sums collected from subscribers would be 
refunded promptly, without interested, if the minimum 
were not bona fide sold within the time specified in 
FLC’s Registration Statement; b) omitted to disclose 
that contrary to the representations in its Registration 
Statement, the securities of FLC would be offered and 
sold on a basis otherwise than for cash; c) omitted to 
disclose that “cheap” stock would be sold to only 
certain subscribers of FLC securities so as to induce 
such subscribers to purchase the FLC securities in the 
public offering; d) omitted to disclose that FLC would 
lend money to investors for the purpose of purchasing 
FLC securities, and sell the securities on a basis 
otherwise than for cash; e) omitted to disclose that 
FLC would repurchase the securities purchased in the 
public offering from investors after the closing; f), 
omitted to disclose that FLC, by failing to comply with 
any exemption from the registration requirements of 
state law, engaged in an unregistered offering of FLC 
shares, in violation of state law; g) misrepresented the 
number of investors in an unregistered offering of its 
securities prior to the effective date of its registration 
statement, and h) omitted to disclose that as a result of 
the foregoing, every sale made in violation of state law 
was voidable at the election of the purchaser thereby 
creating contingent liabilities against FLC. 


In addition to seeking an injunction against each of the 
defendants, the Commission requested that the Court 
order the disgorgement of proceeds from a public 
offering of FLC’s securities that occurred in 1974. 
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Litigation Release No. 8081/August 24, 1977 


S.E.C. v. Zale Corporation, et al 
[N/D of Texas] CA3-77-1119C 


Richard M. Hewitt, Administrator of the Fort Worth 
Regional Office of the Securities and Exchange 
Commission, announced that on August 19, 1977, 
Federal District Judge William M. Taylor, Jr., at Dallas, 
Texas, entered Orders of Permanent Injunction by 
Consent against Zale Corporation, Ben A. Lipshy, 
Donald Zale, and Ronnie Joe Hickerson, all of Dallas, 
and Marvin Zale, New York, New York, enjoining them 
from violations of the anti-fraud, periodic reporting, 
and proxy provisions of the federal securities laws. 


Lipshy, Donald Zale, and Marvin Zale are, respectively, 
chairman of the board, president, and vice-president of ° 
Zale Corporation. Hickerson is the former controller of 
the company. The Orders were entered without the 
defendants admitting or denying the allegations 
contained in the Complaint filed by the Commission on 
the same date. 


Also named in the Complaint for violations of the anti- 
fraud, periodic reporting and proxy provisions are Sol 
Shearn Rovinsky and Joseph D. Underwood, both of 
Dallas. Rovinsky is the former treasurer and chief 
financial officer of Zale Corporation. Underwood is 
assistant treasurer of the company. 


In connection with its consent to the Order of 
Permanent Inj::nction, Zale Corporation consented to 
an undertaking which provides for the election of three 
new independent directors and a restructuring of its 
Audit Committee. The Audit Committee will have broad 
powers and responsibilities in the areas of business 
ethics and practices, financial reporting, and the 
integrity of information furnished to shareholders. 


The Complaint alleges that since at least 1959, Lipshy, 
Donald Zale, and Marvin Zale have caused Zale 
Corporation to maintain an off-books cash account 
through an agent in Antwerp, Belgium, and that funds 
generated by the account have been used to reimburse 
members of senior management of Zale Corporation 


for political contributions and to pay cash 
compensation to foreign employees in possible 
violation of foreign tax laws. 


The Complaint further alleges that between 1970 and 
1975, Rovinsky, Underwood, and Hickerson ma- 
nipulated the financial records of Zale Corporation so 
that the federal tax liability of the company was 
understated and earnings per share were overstated. 
The manipulation also resulted in the filing of federal 
income tax returns by subsidiaries of Zale Corporation 
which did not accurately reflect their taxable income or 
tax liability. 





The Complaint further alleges that when charges of 
corporate improprieties were brought to the attention 
of the company, a special ad hoc committee of five 
directors was appointed to investigate the charges, but 
that the committee failed to initially conduct a 
meaningful, independent investigation; and when it 
attempted to broaden its investigation, the committee 
was dissolved by the board of directors. 





Litigation Release No. 8082/August 24, 1977 


U.S. v. Richard Kirschbaum and Stanley H. Molotsky 
(E.D. Pennsylvania, Criminal Action No. 77-334) 


Paul F. Leonard, Administrator, and Thomas H. 
Monahan, Assistant Administrator (Philadelphia), of 
the Washington Regional Office of the Securities and 
Exchange Commission and Joel M. Friedman, 
Attorney in Charge of the Philadelphia Strike Force on 
Organized Crime, Department of Justice, announced 
that on August 3, 1977, a federal grand jury sitting in 
Philadelphia, Pennsylvania, returned a three (3) count 
indictment charging Richard Kirschbaum of Oyster 
Bay, New York, a former self-employed consultant, 
and Stanley H. Molotsky of Cherry Hill, New Jersey, a 
former securities salesman at Delphi Capital 
Corporation, with violations of the securities fraud mail 
fraud and conspiracy statutes. 


The indictment alleges that Kirschbaum and 
unindicted co-conspirators Joel Kline and Eric Baer 
arranged, in 1972, for the purchase of US Vinyl 
Corporation common stock from Max Zerkin and 
Associates, Inc., in return for a cash payment for each 
Vinyl share bought and that Molotsky, pursuant to this 
scheme, purchased approximately 8500 shares of US 
Vinyl stock for his customers from Zerkin. Molosky and 
Kirschbaum are alleged to have shared in the resultant 
cash payments made by Kline. 


The indictment also alleges that Molotsky did not 
disclose the receipt of these cash payments to his 
customers. The indictment is a product of a joint 
investigation conducted by the S.E.C., the U.S. Postal 
Inspection Service, and the Philadelphia Strike Force. 





Litigation Release No. 8083/August 24, 1977 


SEC v. RUSSELL, KENNEDY & HODGDEN, INC. 
(S.D. TEX) 


Richard M. Hewitt, Administrator of the Fort Worth 
Regional Office of the Securities and Exchange 
Commission, and Daniel R. Kirschbaum, Assistant 
Regional Administrator of the Houston Branch Office, 
today announced that on August 10, 1977 Federal 
District Judge Woodrow Seals, Houston, Texas, 
entered an Order of Permanent Injunction by Consent 
against Peter B. Edwards of Houston, Texas 
prohibiting him from further violations of the anti-fraud 
provisions of the federal securities laws. Edwards 
consented to the Order without admitting or denying 
the allegations contained in the plaintiff's Complaint. 


The Complaint filed on July 8, 1977 alleged that 
Russell, Kennedy & Hodgden, Inc., Milton B. Russell 
and Peter B. Edwards violated the anti-fraud provisions 
of the federal securities laws in connection with the 
offer and sale of government backed securities. 


For further information see Litigation Release No. 
8032. 





Litigation Release No. 8084/August 25, 1977 


U.S. v. WALTER WENCKE, ET AL. (S.D. Cal., Crim 
77-0539) 


Gerald Boltz, Administrator for the Los Angeles 
Regional Office, and Terry Knoepp, United States 
Attorney for the Southern District of California, jointly 
announced that on July 28, 1977, the Federal Grand 
Jury for the Southern District of California returned a 
36-count indictment charging four individuals with 
violations of federal law stemming from their activities 
in connection with Sun Fruit, Ltd., a publicly held Cali- 
fornia based corporation engaged in operating hotels 
(mainly in the Western United States) and syndicating 
agricultural property in California. 

Named as defendants are Walter C. Wencke, Attorney, 
San Diego, California; Richard K. Mets, Fresno, 
California; Paul F. Potter, Attorney, San Diego, 
California; John K. Dees (a certified public accountant 
who acted as the independent auditor for Sun Fruit), 
Fresno, California. 


Each of the defendants is charged with twenty-one 
counts of mail fraud; thirteen counts involving 
violations of the Commission’s reporting regulations; 
and one count of conspiracy. In addition, Walter 
Wencke is charged with filing a false statement with 
the Internal Revenue Service. 


The indictment alleges, among other things, that the 


defendants engaged in a scheme to defraud the 
shareholders and creditors of Sun Fruit, Ltd., whereby 
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(a) the defendants took over control of Sun Fruit, Ltd., 
and then misappropriated for their personal benefit 
certain of its assets and resources, including several 
hotel operations; (b) fited with the Commission reports 
which were false and misleading or which failed to 
disclose the interest of certain of the defendants in 
certain transactions; (c) participated in a conspiracy to 
commit the above acts, and further conspired to 
defraud the Commission by impeding and impairing its 
regulatory and enforcement functions; (d) Walter 
Wencke in 1975 filed a false application for tax exempt 
status for the San Diego Environmental Charitable 
Trust, and entity alleged to have been controlled by Mr. 
Wencke; and (e) in order to conceal the scheme to loot 
hotel and other assets of the company, Mr. Wencke 
placed Sun Fruit in a Nevada state court receivership 
and caused himself to be named receiver. 


The indictment was the result of the investigation 
conducted by the U.S. Attorney for the Southern 
District of California (San Diego), the Postal Inspection 
Service, the Interna! Revenue Service and the 
Commission’s Los Angeles Regional Office. 


Previously, the Commission had instituted a civil 
action in the Southern District of California which 
resulted in, among other things, permanent 
injunctions against Messrs. Wencke, Mets, Dees and 
Potter, the appointment of a permanent federal 
receivership over Sun Fruit, Ltd. and the hotel 
operations allegedly looted from Sun Fruit, and the 
removal of Wencke as state court receiver. Presently, 
Mr. Wencke and entities he controls are appealing the 
relief ordered against them in the civil action; also, the 
Court is conducting disgorgement hearings to 
determine what, if any, other assets or funds Mr. 
Wencke should disgorge to the receivership estate. 
(See SEC v. Wencke, et al., S.D. Cal., 76-0783-GT) For 
further information see Litigation releases 7874, 7741, 
vot. 





Litigation Release No. 8085/August 25, 1977 


SEC v. ROBERT E. LANGLEY; DISONE CORP.; 
LANGLEY INVESTMENT CO.; MINIDAT CORP. (E.D. 
Mich., S. Div., Civil Action No. 77-1616) 


William D. Goldsberry, Administrator of the Chicago 
Regional Office, and Mark A. Loush, Attorney in 
Charge of the Detroit Branch Office of the Securities 
and Exchange Commission, announced that on August 
8, 1977 the Federal Court at Detroit, Michigan entered a 
final judgment permanently enjoining Disone and 
Minidat Corporations, both Michigan corporations with 
Offices in Southfield, Michigan; Langley Investment 
Company, a Michigan limited partnership with offices 
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in Southfield; and Robert E. Langley, West 
Hyannisport, Massachusetts, vice-president of Dis- 
one; general partner of Langley Investment; and 
president of Minidat, from further violations of the 
registration and antifraud provisions of the securities 
laws. All of the defendants consented to the entry of 
the injunction and ancillary relief without admitting or 
denying the allegations in the complaint. 


In addition to the injunction, the defendants were also 
ordered to provide investors, shareholders and interest 
holders information as to the financial condition of the 
defendants, prepared by independent accountants, to 
include an accounting of all funds received from 
investors; the uses to which the funds were put; and 
the amounts and location of any remaining funds. 


The complaint had alleged that the defendants sold to 
some 300 individuals about $440,000 worth of common 
stock of Disone; limited partnership interests in 
Langley Investment; and promissory notes of Robert 
Langley, all in violation of the registration provisions of 
the Securities Act of 1933. 


The complaint also alleged that the defendants, in the 
sale of the above securities, violated the antifraud 
provisions of the Securities Act and the Securities 
Exchange Act by, among other things, misrepresenting 
material facts and omitting to state material facts, 
concerning, among other things, the financial 
condition of the defendants; the prospects for 
successful development of an invention; the 
differences in prices charged investors for purchase of 
the securities and the manner in which such prices 
were determined; future profits that could be expected 
by investors; and the use of proceeds from the sales. 


For further information, see Litigation Release No. 
8010. 





Litigation Release No. 8086/August 25, 1977 


U.S. v. JOSEPH B. ERNI (USDC, Eastern District of 
Wisconsin, 77-CR-149) 


William J. Mulligan, United States Attorney for the 
Eastern District of Wisconsin, Robert H. Davenport and 
William B. Goldsberry, Administrators of the Denver 
and Chicago Regional Offices of the Securities and 
Exchange Commission, respectively, announced that 
on August 11, 1977 a federal grand jury in Milwaukee, 
Wisconsin returned a multi-count indictment charging 
Joseph B. Erni, Boulder, Colorado, with various counts 
of securities fraud, interstate transportation of money 
obtained by fraud and the failure to register securities 





with the Securities and Exchange Commission prior to 
their offer and sale. 


The indictment alleges in-substance, among other 
things, the defendant defrauded numerous purchasers 
of common stock in Western Armon Systems, Inc., a 
Wisconsin corporation. The indictment further alleges 
in substance, among other things, that the defendant 
misrepresented that Western had acquired or owned 
the franchise rights to manufacture and sell the Armon 
Systems waste treatment process in ten states 
including Minnesota and Wisconsin; that Western’s 
capital stock would be listed for public trading for $10 
per share; that Armon Systems of Colorado, Inc., 
Western Armon Systems, Inc., a Colorado corporation, 
and Western Armon Systems, Inc., a Wisconsin 


corporation, were all the same corporation; that 
Western projected gross profits before taxes of 
$3,052,784 in the first thirty-six months of operations 
in a ten state region. 


The indictment also alleges in substance, that the 
defendant omitted to disclose that he intended to and 
had diverted to himself, directly and _ indirectly, 
proceeds received from the sale of Western Armon 
Systems common stock. 


For further information see Litigation Release No. 7272 
and 7309. 
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